^ 


1  i. 


j     ( 


PRESENTED  BY 


TECHNOLOGY  LIBRARY  FUND 

PITTSBURGH  SECTION 
AMERICAN  CHEMICAL  SOCIETY 


From  the  collection  of  the 


2       m 

Prepiger 
^    JUibrary 


San  Francisco,  California 
2007 


m 


m 


ill 


l«l 


^ 


w 


October  7,  1915 


No.  1 


] 


CO 


RATE 
RESEARCH 


b  iir,  7jgL^HM»f.5o,\3t4 


PUBLISHED  BY  THE  V  .^  Copw     I 

RATE  RESEARCH  COMMITTEE 

OF  THE 

NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 

111  WEST  MONROE  STREET  -—  CHICAGO 


m 


SIM 


NATIONAI.  ELECTRIC  LIGHT  ASSOCIATION 

E.  W,  LLOYD President 

H.  A.  WACtNER Vice-Phesident 

W.  F,  WELLS Vice-President 

R.  BL.  BA.LLARD Vice-President 

R.  S.  ORR Vice-President 

T.  COMMERFORD  MARTIN      .      .      .         Secretary 

S.  A.  SEWALL      ....  ASS'T  TO  THE   SECRETARY 

^^^.  H.  ATKINS Treasurer 

H.  BILLINGS    .  ASS'T  SECRETARY  AND  TREASURER 

EVERETT  W.  BURDETT        .      .   General  Counsel 
GEO.  W.  ELLIOTT      .    MASTER  OF  Transportation 

EXECUTIVE    COMMITTEE 

E.  W.  LLOYD 
H.  C.  ABELL  J.E.DAVIDSON  R.  S.  ORR  HOLTON  H.  SCOTT 

%V.  H.ATKINS  W.  C.  L.  EGLIN  H.  F.  PACK  PAUL   SPENCER 

R.H.BALLARD      A.C.EINSTEIN  W^.  N.  RYERSON      H.A.  TV^AGNER 

H.  G.  BRADLEE      'WALTER  NEUMULLER 


RATE    RESEARCH    COMMITTEE 


ALEX  DOW,  Chairman 
DOUGLASS  BURNETT    W.  H.  JOHNSON 
L.  H.  CONKLIN  P.  JUNKERSFELD 

C.  G.  DAY  J.  \V.  LIEB 

R.  S.  HALE  W^.  J.  NORTON 

STACY  HAMILTON 


W.  S.  ROBERTSON 
JOHN  H.  ROEMER 
N.  T.  WILCOX 
W^.  H.  ^VINSLOW 


Rate  Research 

William  J.  Norton,  Editor  Stella  Ford  Walker,  Associate  Editor 

111  West  Monroe  Street    -    Chicago 

Issued  Every  THURSDAY  by  the  RATE  RESEARCH  COMMIHEE 

TERMS  OF  SUBSCRIPTION: 

Three  Copies,  $25.00  a  Year;  Payable  in  Advance 
Additional  Copies,  $8.00  a  year  each;  Payable  in  Advance 
Single  C9PJ,  $10. (?(la< Yea?;  P«ay^ble  in '^^Y*^^*   «*    •'', 

Make  Checks fai;i5;  PrnftS  'fiSjJable  taSeCT.etaiyi''5Tatioiia^  "Electric  Light 
Association,  and  Mail  Direct  to  29  West  39th  Street,  New  York  City. 

COPTBi'ORT,  i9i5,  tT  KAKqWaC,  kL^CTEIc'stOKli  AESOCIAn^N', 


CONTENTS 

RATE  RESEARCH 

RATES 

Page 

3 

3 

Edison  Electric  niuminating  Company  of  Boston 

3 

RATF.  TTTFORY 

4 

COMlYrrSSIGN  DECISIONS 

Wisconsin 

7 

7 

Missouri 

9 

New  York 

10 

Illinois 

12 

New  Jersey 

13 

REFERENCES 

Rates 

14 

14 

Public  Service  Regulation 

14 

Municipalities 

15 

General 

15 

(2) 


omn^0t  LibrMT  of  PiUsDumfe 


Rate  Research 

»  — 

Vol.  8  Chicago,  October  7,  1915  No.    1 


For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


BOUND  VOLUMES  OF  RATE  RESEARCH 

Rate  Research,  Volume  VII,  is  now  available  in  bound 
form.  The  issues  of  Rate  Research  from  October, 
1912,  to  October,  1915  are  contained  in  Volumes  II  to  VII 
inclusive,  which  may  be  obtained,  in  uniform,  substantial 
binding  at  $8.00  per  volume. 

RATES 

THE  EDISON  ELECTRIC  ILLUMINATING  COMPANY 
OF  BOSTON 

614 — Heating  and  Cooking. 

The  Edison  Electric  Illuminating  Company  of  Boston,  New  Heat- 
ing and  Cooking  Rate,  October  1,  1915. 

The  Edison  Electric  Illuminating  Company  of  Boston  has  adopted 
the  following  rates  to  be  applied  to  energy  for  charging  storage  bat- 
teries, cooking,  heating,  electroplating  and  electrolytic  work,  refriger- 
ation, water  supply  and  irrigation. 

Rate. 

10  cents,  per  kilowatt-hour  for  the  first  20  kilowatt-hours  consumed  per  month. 

3  cents  per  kilowatt-hour  for  the  next     1980    kilowatt-hours    consumed    per 
month. 

2  cents  per  kilowatt-hour  for  the  next    8000    kilowatt-hours    consumed    per 
month. 

1  cent  per  kilowatt-hour  for  all  excess  consumed  per  month. 

High  Tension  Provision.  Applicable  only  if  high  tension  alternating  current 
is  supplied. 

7  mills  per  kilowatt-hour  for  all  use  in  excess  of  100,000  kilowatt-hours  per 
month. 

Editokul  Note. — ^All  indented  matter  is  direct  quotation. 
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Alternative  Rate.     Applicable  only  for  use  in  cooking,  heating  and  refrigeration. 
10  cents  per  kilowatt-hour  for  the  first  10  kilowatt-hours  consumed  per  month. 
2  cents  per  kilowatt-hour  for  all   in   excess    of    10   kilowatt-hours    consumed 
per  month. 

Minimum  Charge. 

All  of  the  above  rates  are  subject  to  a  minimum  charge  of  $9.00  per  meter  per 

year. 


400—  RATS  THEORY 

Production  Costs.  Editorial,  London  Engineering,  August  27,  1915, 
p.  219. 

A  paper  on  "The  Relation  Between  Production  and  Costs,"  presented 
before  the  American  Society  of  Mechanical  Engineers  (Buffalo,  New 
York,  June  22-25,  1915),  by  Mr.  H.  L.  Gantt,  pointed  out  the  possi- 
bility of  serious  error  in  determining  manufacturing  costs  through  the 
method  commonly  used  of  apportioning  the  overhead  costs  or  indirect 
costs  to  the  output,  whatever  the  proportion  of  the  normal  output 
that  may  be.  It  has  been  common  practice  to  make  the  product  of 
a  factory  which  is  not  operated  at  full  capacity  bear  the  whole  expense 
of  the  factory.  Mr.  Gantt  offers  the  theory  that  the  amount  of  expense 
to  be  borne  by  the  product  should  bear  the  same  ratio  to  the  total 
normal  expense  as  the  volume  of  the  actual  output  bears  to  the  normal 
product,  pointing  out  that  the  expense  of  maintaining  the  idle  portion 
of  the  plant  ready  to  run  is  a  business  expense  not  chargeable  to  the 
product  made  but  is  really  a  deduction  from  profit.  Under  the  former 
method  of  figuring  costs  it  may  be  shown  that  a  particular  article  is 
being  sold  at  less  than  cost  and  that  its  manufacture  should  be  discon- 
tinued in  order  to  avoid  actual  loss.  This,  however,  only  increases 
the  apparent  cost  of  manufacturing  the  remaining  articles.  Through 
the  practical  application  of  the  theory  advanced  by  Mr.  Gantt  it  may 
be  shown  that  the  manufacture  of  the  article  should  be  continued  and 
thus  be  made  to  pay  a  portion  of  the  indirect  expenses.  The  applica- 
tion of  this  theory  to  general  manufacturing  costs  may  afford  an  inter- 
esting comparison  with  the  determination  of  rates  for  electric  utilities. 
The  question  of  how  low  rates  may  be  offered  in  order  to  obtain  certain 
classes  of  business  and  thus  keep  the  plant  at  as  near  full  and  contin- 
uous operation  as  is  possible  is  an  important  one  in  the  electrio  industry. 

An  interesting  discussion  of  Mr.  Gan-tt's  paper  appeared  in  the  follow- 
ing editorial,  which  is  quoted  in  full  from  London  Engineering. 

"In  no  other  country  has  the  subject  of  manufacturing  costs  received 
more  attention  than  in  the  United  States,  and  at  one  period  it  almost 
appeared  to  be  the  view  that  the  whole  secret  of  success  lay  in  the 
adoption  of  very  elaborate  and  detailed  schemes  of  cost  accounting. 
Just  as  nowadays,  plausible  American  youths,  with  a  minimum  of 
practical  experience  succeed  in  being  taken  on  as  'efficiency  engineers,' 
so  twenty  years  ago  did  the  ambitious  clerk  blossom  into  a  full-fledged 
'cost  accountant.'      In  fact,  the    accountants'  office    threatened    to 
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become  the  dominant  department  of  every  great  industrial  enterprise 
in  America.  Indeed,  this  ideal  has,  it  must  be  acknowledged,  been 
pretty  nearly  realized  in  certain  of  our  own  undertakings  when  con- 
trolled by  public  authorities.  In  the  case  of  the  Metropohtan  Water 
Board,  for  example,  whilst  the  technical  and  creative  services  have 
been  cut  down,  there  has  been  a  steady  extension  of  the  statistical 
department,  due  probably  to  the  mistaken  belief  of  the  people's  elected 
that  the  provision  of  very  detailed  figures  will  enable  even  the  most 
ignorant  of  them  to  usefully  debate  highly  technical  problems.  More- 
over, although  the  accountants'  department  has  not  hitherto  attained 
quite  as  marked  an  ascendancy  in  undertakings  under  private  control, 
it  can  hardly  be  denied  that  no  small  proportion  of  the  responsibility 
for  the  disastrous  trade-union  policy  of  limiting  the  output  has  been 
due  to  the  stupidity  of  the  'office'  in  times  past.  The  'office,'  in 
short  seemed  to  concern  itself  solely  with  what  a  man  got,  and  not 
with  what  he  did  for  it.  Heavy  forgemen,  for  example,  have  always 
been  paid  at  very  high  rates,  but  have  at  times  acquired  a  somewhat 
indifferent  reputation  for  regularity.  Those  who  work  steadily  can, 
however,  make  incomes  which  would  be  envied  by  many  professional 
men,  and  this  fact  has  commonly  been  keenly  resented  by  the  office. 
In  one  case,  we  remember,  a  firm  was  very  anxious  to  secure  an  order, 
but  in  place  of  appealing  to  the  men  whose  irregularity  rendered  them 
very  unprofitable,  they  approached  their  most  industrious  hand, 
asking  him  if,  in  view  of  his  large  weekly  takings,  he  would  not  consent 
to  a  reduction  in  his  piece  prices.  The  workman,  knowing  that  he 
was  by  far  the  most  profitable  employe  the  firm  had,  quite  properly 
refused,  to  the  intense  indignation  of  the  'office.'  In  another  case, 
the  'office'  came  to  the  conclusion  that  what  it  pleased  to  consider 
the  unproductive  labours  of  the  drawing-office  were  extravagant, 
and  insisted  on  their  being  reduced  by  20  per  cent.,  with  the  result, 
that  for  every  hundred  pounds  saved  there,  a  thousand  was  lost  in  the 
shops.  Instances  of  similar  short-sightedness  could  be  multiplied 
wholesale. 

"An  accountant  is,  in  fact,  a  most  useful  and  necessary  servant,  but 
an  exceedingly  bad  master.  Much  interest  attaches  accordingly  to 
the  note  of  revolt  against  his  domination  in  American  works  struck 
by  Mr.  H.  L.  Gantt  in  a  paper  presented  to  the  American  Society  of 
Mechanical  Engineers.  The  particular  point  to  which  Mr.  Gantt 
takes  objection  is  the  practice  of  including  the  whole  of  the  overhead 
charges  as  part  of  the  manufacturing  costs.  He  contends  that 
whilst  it  is  possible  to  determine  accurately  material  and  labour  costs, 
there  has  so  far  been  no  satisfactory  system  of  distributing  or 
attributing  the  indirect  expenses. 

"In  many  cases,  he  says,  the  practice  has  been  to  distribute  the  total 
indirect  expenses,  including  interests,  taxes,  insurance  and  the  like, 
either  in  proportion  to  the  direct  labour,  or  partly  in  proportion  to  this 
and  to  the  machine  hours.  Hence  the  whole  of  the  indirect  expenses, 
however  large,  have  been  debited  to  the  output,  however  small.  The 
result  is  that  when  times  are  good,  with  the  factory  running  at  full 
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output,  and  with  prices  high,  the  total  manufacturing  costs  appear 
low,  whilst  when  bad  times  come  and  the  output  falls  to,  say,  one-half, 
the  apparent  cost  of  production  increases  tremendously.  It  is  how- 
ever, at  such  times  that  it  becomes  of  extreme  importance  to  know 
what  is  the  lowest  price  at  which  products  can  be  sold;  and  the  above 
method  of  attributing  overhead  charges  is  then,  Mr.  Gantt  claims, 
most  fallacious.  As  an  example  he  quotes  a  case  in  which  the  cost 
of  production  thus  reckoned,  was  30  cents,  whilst  the  article  could  be 
bought  on  the  market  at  26  cents,  and  it  was  accordingly  decided  to 
give  up  manufacturing  that  particular  commodity.  Of  the  total  cost 
of  30  cents,  however,  12  cents  were  due  to  overhead  charges.  The 
factory  was,  moreover,  being  run  at  only  one-third  of  its  full  output. 
If  this  full  output  had  been  attained,  the  overhead  charges  would  have 
been  but  5  cents,  and  total  cost  of  production  23  cents.  The  result  of 
giving  up  the  manufacture  of  this  particular  article  was  that  the 
overhead  charges  had  to  be  distributed  over  the  products  still  made, 
thus  increasing  their  apparent  cost,  which  might  thus,  Mr,  Gantt 
observes,  be  brought  in  excess  of  the  market  price,  and  proceeding  in 
this  way,  one  branch  of  manufacture  might,  on  the  same  basis,  be 
abandoned  after  the  other,  and  the  works  completely  closed.  Some- 
thing of  the  kind,  he  states,  actually  happened  in  the  case  of  a  factory 
with  which  he  was  connected.  Indeed,  such  a  result  is  the  logical 
conclusion  of  the  plan  of  attributing  all  overhead  expenses,  however 
large,  to  the  output  produced,  however  small,  and  Mr.  Gantt  maintains 
accordingly  that  the  proper  principle  on  which  overhead  charges  should 
be  apportioned,  is  as  follows:  'The  indirect  expense  chargeable  to 
the  output  of  a  factory  bears  the  same  ratio  to  the  indirect  expense 
necessary  to  run  the  factory  at  normal  capacity  as  the  output  in 
question  bears  to  the  normal  output  of  the  factory.'  The  deficit 
in  the  overhead  account,  which,  on  this  basis,  will  be  apparent  when 
the  factory  is  not  running  at  full  output,  should,  he  contends,  be 
charged  to  profit  and  loss.  As  an  illustration,  he  takes  the  case  of  a 
manufacturer  with  similar  plants  in  three  different  cities,  and  assumes 
that  the  demand  suddenly  falls  to  one-third  the  normal.  This  is  met 
by  closing  down  two  of  the  factories.  The  remaining  factory  is  run  as 
profitably  and  as  economically  as  ever,  although  the  profits  may,  no 
doubt,  be  eaten  up  by  the  charges  on  the  two  idle  plants.  These  charges 
should,  he  claims,  not  be  reckoned  as  part  of  the  cost  of  production, 
and,  if  it  is  impracticable  to  raise  the  selling  price,  must  be  debited 
to  the  profit  and  loss  account.  Ob\dously,  the  argument  is  not  affected 
if  the  three  factories,  in  place  of  being  in  different  cities,  lie  side  by  side 
fn  one. 

"As  a  corollary,  Mr.  Gantt  observes  that  economy  should  be  sought  in 
increasing  the  efficiency  of  an  existing  plant  rather  than  in  increasing 
its  size;  and  he  believes  that,  in  this  consideration,  is  to  be  found  the 
explanation  of  the  fact  that  some  of  the  large  combinations  find  it 
difl&cult  to  compete  with  much  smaller  firms.  In  short,  where  products 
are  charged  with  the  expense  of  plant  not  utilized  in  their  production, 
the  cost  may  be  so  high  as  to  prohibit  their  sale.     Thus,  in  the  sup- 
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posititious  case  of  the  three  factories  mstanced  above,  if  the  overhead 
cost  of  the  two  idle  factories  was  attributed  to  that  remaining  in  full 
operation,  the  cost  would  probably  have  been  too  great  to  make  sales 
possible  and  a  still  further  loss  would  result. 

"Mr.  Gantt  observes  that  some  American  firms  have  already  broken 
with  the  older  tradition.  The  first  step  taken  was  to  separate  selling 
costs  from  manufacturing  costs,  which  are  now  held  to  end  when  the 
products  are  delivered  to  the  stock-room.  All  expenses  subsequently 
incurred  belong  to  the  sales  department  and  should  be  deductions 
from  profits.  The  previous  plan  of  attributing  the  burden  to  the 
actual  output  was,  however,  maintained,  and  this  made  it  difficult  to 
recognize  whether  the  works  were  really  being  run  as  efficiently  as  the 
actual  circumstances  permitted.  This  difficulty  was  met  by  estab- 
lishing a  "fixed"  overhead  charge,  independent  of  fluctuations  in  the 
output,  so  that  it  was  possible  to  give  salesmen  a  definite  limit  as  to 
prices.  One  consequence  of  this  plan  is  a  difficulty  in  balancing  the 
books,  but  this,  Mr.  Gantt  maintains,  should  be  effected  by  charging 
the  deficit  or  surplus  to  profit  and  loss.  If  an  error  in  business  has 
been  made  by  over-estimating  the  demand  for  the  product  and  building 
too  large  a  factory,  matters  will  not,  in  his  opinion,  be  remedied  by 
charging  the  results  of  this  business  mistake  to  the  cost  of  production, 
but  the  loss  should  be  attributed  to  the  department  actually  respon- 
sible for  it. 

"In  the  discussion  following  Mr.  Gantt's  paper,  Professor  Kent  gave  an 
interesting  example  of  how  unintelligent  methods  of  cost  accounting 
may  lead  to  error.  A  foreman  having  a  large  lathe  idle,  and  more 
light  work  in  hand  than  small  lathes  available,  quite  properly  started 
some  of  the  light  work  on  the  heavy  lathe,  so  that  the  latter  might 
earn  something  towards  its  keep.  In  this  instance,  the  speaker  pointed 
out,  any  estimate  of  cost  for  future  work  of  the  same  kind  would  be 
erroneous,  if  based  on  the  'burden  charge'  of  the  large  lathe,  which 
would  not  normally  be  employed  on  work  of  that  character." 


COMMISSION  DECISIONS 

WISCONSIN 

300 — Investment  and  Return. 

Gates  et  al  v.  Bridgeport  Toll  Bridge  Company,  Alleging  that  the 
Toll  is  Excessive  and  the  Service  Inadequate.  Decision  of  the  Wis- 
consin Railroad  Commission,  Adjusting  the  Charges.  August  18, 
1915. 

In  determining  the  reasonableness  of  the  toll  exacted  for  the  various 
classes  of  traffic  crossing  the  bridge  of  the  defendant  company,  the 
Commission  made  a  valuation  of  the  property  and  an  examination  of 
the  expenses  involved  in  rendering  the  service. 
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310— Valuation. 

It  appeared  from  the  evidence  that  the  bridge  was  in  a  badly 
deteriorated  condition  at  the  time  of  its  purchase  by  the  prfesent  owners 
and  the  question  arose  as  to  whether  or  not  "a  utility  is  entitled  to  a 
return  upon  the  cost  new  of  a  plant  in  the  above  condition,  and  for 
which  the  present  owners  could  not  have  paid  an  amount  approximating 
the  Commission's  'present  value/  if  reasonable  business  judgment 
were  exercised." 

"The  statement  that  'The  primary  basis  of  any  calculation  as  to 
the  value  .  .  .  must  be  the  money  actually  invested  by  the 
owners'  cannot,  it  is  believed,  be  interpreted  to  mean  that  when  a 
man  purchases  a  property,  which,  due  to  peculiar  circumstances,  is 
in  a  precarious  situation,  for  an  amount  which  is  only  about  one- 
quarter  its  appraised  value,  that  he  shall  be  limited  to  a  return  upon 
only  the  money  actually  paid  by  him  for  the  property  and  not  upon 
a  reasonable  present  or  depreciated  value. 

"The  figures  of  the  tentative  valuation  as  compiled  by  the  Com- 
mission have  been  carefully  analyzed  and  checked  on  a  thoroughly 
balanced  basis,  and  there  seems  to  be  no  question  that  the  fair 
value  of  the  property  is  at  least  as  great  as  its  present  physical 
value.  Nor  can  the  fact  that  the  present  owners  paid  but  very 
little  for  the  property  when  the  same  was  purchased  in  any  manner 
compel  a  lower  valuation  under  the  provisions  of  the  law.  All  the 
property  used  and  useful  for  the  convenience  of  the  public  must  be 
valued  by  the  Commission.  The  law  says  nothing  about  deducting 
the  value  of  property  owned  by  the  company  but  which  originally 
cost.it  little  or  nothing.  This  Commission  has  previously  discussed 
this  point  in  a  number  of  decisions,  excerpts  from  which  follow : 

"  'For  the  purposes  contemplated  here,  the  Public  Utilities  Law 
does  not  inquire  into  the  manner  in  which  property  of  utility  corpor- 
ations devoted  to  the  public  use  was  originally  obtained,  whether  by 
purchase  ...  or  gift  .  .  .  The  law  simply  compels  the 
Commission  to  value  this  property  and  to  consider  this  valuation 
in  taking  official  action  with  respect  to  rates  and  service.' 

Tighe  et  al  v.  Clinton  Tel.  Co.,  1908,  3  W.  R.  C.  R.  117-126. 

"The  Commission  has  discussed  the  appreciation  element  in  making 
appraisals  in  the  following  citation: 

"  'As  the  cost  of  reproduction  of  a  plant  usually  plays  perhaps  the 
most  important  part  in  determining  its  value,  it  is  more  than  likely 
that  the  owners  would  have  to  bear  losses  in  case  land-  and  other 
property  had  depreciated  instead  of  appreciated.  It  would  seem 
only  just  that  the  rule  should  work  both  ways.  Appreciations  in 
value  of  the  kind  in  question  are  generally  acknowledged  as  right- 
fully belonging  to  the  owners  of  the  property  which  has  thus  risen 
in  value.' 

State  Journal  Ptg.  Co.  et  al  vs.  Madison  G,&  El.  Co.,  1910,  3  W.  R. 
C.  R.  501,  579. 
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"As  evidence  of  the  fair  value  of  the  property  in  this  case,  the  invest- 
ment made  by  the  present  owner  does  not  seem  to  be  controlling." 

340 — Rate  of  Return. 

The  Commission  points  out  that  accident  claims  against  bridge  com- 
panies which  may  occur  at  any  time  may  amount  to  a  substantial  per- 
centage of  the  total  operating  expenses  of  the  bridge,  and  are  expendi- 
tures for  which  no  return  can  be  figured. 

"The  Commission  in  making  an  investigation  of  the  rates  of  such 
public  utility  must  take  cognizance  of  the  probability  of  damage 
to  the  patrons  and  the  resultant  claims."     .     .     . 

Accidents  to  the  bridge  itself  are  many  and  the  Commission  says : 

"Many  of  these  contingencies,  while  not  likely  to  happen,  result 
from  extraordinary  conditions  which  can  hardly  be  foreseen, 
and  must  be  given  some  consideration  in  determining  the  rate  of 
return  to  be  allowed."     .     .     . 


MISSOURI 

129.1 — Discrimination. 

Knott  et  al  v.  Southwestern  Telegraph  and  Telephone  Company, 
Application  Asking  that  Defendant  be  Required  to  Furnish  Service 
at  Rates  Fixed  by  Contract.  Decision  of  the  Missouri  Public  Service 
Commission,  Dismissing  the  Application  on  the  Ground  that  the  Con- 
tract Rates  are  Discriminatory,  July  20,  1915. 

The  complainants  asked  that  the  defendant  telephone  company  be 
ordered  to  furnish  telephone  service  to  them  without  payment  of  the 
regular  established  rates  because  of  the  existence  of  certain  contracts 
naming  free  and  reduced  rates  to  stockholders.  The  Commission 
finds  that  such  contracts  are  discriminatory  and  therefore  void.  The 
decision  says: 

224.5 — Rates  Fixed  by  Contract. 

"The  law  is  firmly  established  that  the  Congress  or  a  state  legisla- 
ture within  their  respective  jurisdictions,  has  power  to  regulate 
common  carrier  and  other  public  service  companies,  and  such  power 
is  not  destroyed  or  limited  because  the  regulation  may  to  some  extent 
affect  the  power  to  contract  or  even  existing  valid  contracts. 

"  'One  whose  rights,  such  as  they  are,  are  subject  to  state  restric- 
tion cannot  remove  them  from  the  power  of  the  state  by  making  a 
contract  about  them.  The  contract  will  carry  with  it  the  infirmity 
of  the  subject  matter.'  Hudson  C.  W.  C.  v.  McCarter,  209  U.  S. 
349,  357,  28  Sup.  Ct.  529,  531,  52  L.  Ed.  828." 

The  Commission  discusses  the  question  at  some  length  and  cites  author- 
ities covering  different  phases  of  the  contention.  The  application  is 
dismissed. 


10  8         Rate     Research 

NEW  YORK 

224.5 — General  Powers  of  Commissions— Rates  Fixed  by  Contract. 

The  New  York  and  North  Shore  Traction  Company,  Application 
For  Authority  to  Increase  Certain  Rates  of  Fare.  Decision  of  the 
New  York  Public  Service  Commission  (2D),  Dismissing  the 
Application  For  Lack  of  Jurisdiction.     September  7,  1915. 

The  Company  asked  for  a  determination  that  the  reasonable  fare  for 
the  trip  between  Port  Washington  and  Mineola  be  fifteen  cents.  The 
Company  is  operating  under  a  franchise,  one  of  the  provisions  of  which 
restricts  the  fare  for  the  trip  in  question  to  ten  cents.  The  Commission 
doubting  its  authority,  in  view  of  these  franchise  restrictions,  requested 
coimsel  for  the  applicant  to  discuss  the  question,  and  arrived  at  the 
conclusion  that  the  Commission  is  without  authority  to  permit  a  fare 
to  be  charged  in  excess  of  that  stipulated  in  the  franchises  granted  by 
the  county  and  town  and  accepted  by  the  applicant.  The  opinion  by 
Commissioner  Irvine,  says: 

''The  argument  on  behalf  of  the  applicant,  briefly  stated,  is  that  a 
municipality  in  granting  a  franchise  acts  only  under  power  delegated 
to  it  by  the  State  through  its  Legislature;  that  it  acts  in  fact  as  the 
agent  of  the  State;  that  while  the  franchise,  when  granted,  is  in  the 
nature  of  a  contract,  the  obligation  of  which  the  Legislature  itself 
might  not  impair,  nevertheless  the  State,  being  legally  the  principal, 
and  the  municipality  merely  its  agent,  may,  acting  in  conjunction 
with  the  corporation,  work  a  novation  or  modify  in  any  way  the 
terms  of  such  contract.  It  is  then  argued  that  by  Section  49  of  the 
Public  Service  Commissions  Law,  the  Legislature  has .  delegated  to 
the  Public  Service  Commission  its  power  in  this  respect,  in  so  far 
as  the  particular  modification  here  sought  is  concerned. 

"It  can  not  be  controverted  that  a  municipality,  in  granting  a 
franchise,  acts  solely  under  authority  delegated  to  it  by  the  state, 
but  it  is  questionable  whether  the  power  so  delegated  is  merely 
that  of  an  agent,  or  that  the  Legislature  itself  may  reassume  the 
power  or  delegate  to  any  body  other  than  the  municipality  the  right 
to  exercise  it.  The  Constitution,  Article  III,  Section  18,  provides, 
*.  .  .no  law  shall  authorize  the  construction  or  operation  of  a 
street  railroad,  except  upon  the  condition  that  the  consent  of  the 
owners  of  one-half  in  value  of  the  property  bounded  on,  and  the 
consent  also  of  the  local  authorities  having  the  control  of,  that 
portion  of  a  street  or  highway  upon  which  it  is  proposed  to  construct 
or  operate  such  railroad  be  first  obtained,  or  in  case  the  consent  of 
such  property  owners  can  not  be  obtained,  the  Appellate  Division 
of  the  Supreme  Court,  in  the  department  in  which  it  is  proposed 
to  be  constructed,  may,  upon  application,  appoint  three  commissioners 
who  shall  determine,  after  a  hearing  of  all  parties  interested,  whether 
such  railroad  ought  to  be  constructed  or  operated,  and  their  deter- 
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mination,  confirmed  by  the  court,  may  be  taken  in  lieu  of  the  consent 
of  the  property  owners.' 

"If  the  Legislature  can  not  authorize  the  construction  of  a  railroad 
without  the  consent  of  the  local  authorities,  how  can  it  annul  or 
authorize  the  annulment  of  a  provision  insisted  upon  by  the  local 
authorities,  as  a  condition  to  granting  their  consent? 

"Assuming,  however,  for  the  purpose  of  discussion  that  the  argument 
of  the  appHcant  is  otherwise  sound,  we  can  not  agree  that  by  Section 
49,  the  Legislature  delegated  to  this  Commission  its  power  to  revise 
and  modify  these  franchises. 

"Section  49  of  the  Public  Service  Commissions  Law,  relates  to  the 
regulation  of  rates  and  service  of  common  carriers.  The  portion 
relied  upon  by  the  applicant  is  as  follows :  'Whenever  either  Com- 
mission shall  be  of  opinion.,  after  a  hearing  had  upon  its  own  motion 
or  upon  a  complaint,  .  .  .  that  the  maximum  rates,  fares  or  charges, 
chargeable  by  any  such  common  carrier,  railroad  or  street  railroad 
corporation  are  insufficient  to  yield  reasonable  compensation  for  the 
service  rendered,  and  are  unjust  and  unreasonable,  the  Commission 
shall  with  due  regard  among  other  things  to  a  reasonable  average 
return  upon  the  value  of  the  property  actually  used  in  the  public 
service  and  to  the  necessity  of  making  reservation  out  of  income  for 
surplus  and  contingencies,  determine  the  just  and  reasonable  rates, 
fares  and  charges  to  be  thereafter  observed  and  in  force,'  etc. 

"By  Section  53  it  is  provided  that  no  common  carrier  shall  exercise 
any  franchise  or  right  without  first  having  obtained  the  permission 
and  approval  of  the  proper  Commission.  This  Commission  has 
held  that  a  restriction  as  to  the  rate  of  fare  to  be  charged  is  a  valid 
condition  in  a  municipal  franchise  even  where  the  restriction  relates 
to  the  transportation  of  passengers  to  points  without  the  territorial 
limits  of  the  municipality.  Edwards  vs.  N.  Y.  &  L.  I.  Traction  Co., 
1  P.  S.  C.  2d  D.,  127.  See  also  Whitehouse  vs.  N.  Y.  &  L.  I.  Traction 
Co.,  3  P.  S.  C.  2d  D.,  410.  The  fact  that  compliance  with  a  con- 
dition in  a  franchise  would  result  in  unprofitable  operation,  does 
not  excuse  a  failure  to  perform  the  condition.  Lutheran  Church  vs. 
Red  Hook  L.  &  P.  Co.,  3  P.  S.  C.  2d  D.,  344.  So  far  as  franchises 
are  concerned,  the  authority  of  this  Commission  is  confined  by 
Section  53  to  the  granting  or  withholding  of  its  permission  and 
approval.  While  it  might  stipulate  terms  and  conditions  upon  which 
its  approval  would  be  granted,  it  can  not  modify  the  franchise 
itself  and  approve  it  as  so  modified.  So  to  do  would  be  to  grant  a 
new  franchise,  which  would  not  only  transcend  its  powers  as  con- 
ferred by  the  Legislature,  but  would  contravene  the  constitutional 
provision  already  cited.  This  petition  in  effect  asks  the  Com- 
mission to  modify  the  franchise  by  eliminating  a  condition  upon 
which  the  local  authorities  granted  it.  Section  49,  if  so  construed 
as  to  permit  the  Commission  to  annul  a  franchise  restriction  as 
to  rate  of  fare,  would  probably  be  unconstitutional,  but  we  should 
not   spell  out   from  the  language  there  used  the  broad  meaning 


12  8  Rate     Research 


demanded  by  such  construction.  It  undoubtedly  confers,  in  ordi- 
nary cases,  authority  to  increase  rates  as  well  as  to  diminish  them, 
but  in  the  exercise  of  that  power,  the  Commission  must  have  regard 
to  other  cognate  legislation.  The  constitutional  provision,  the 
provisions  empowering  municipal  authorities  to  grant  franchises,  and 
Section  53  of  the  Public  Service  Commissions  Law,  prevents  the 
exercise  of  the  power  in  this  case.  Where  the  fare  has  been  fixed  by 
a  condition  in  the  franchise  under  which  the  road  was  constructed, 
and  under  which  it  operates,  the  Commission  can  not  without  con- 
sent of  the  local  authorities  authorize  or  permit  a  rate  higher 
than  that  so  stipulated." 

ILLINOIS 

580 — Terms  and  Conditions. 

Western  United  Gas  and  Electric  Company.  Application  For  Ap- 
proval of  Rules  and  Regulations  Relating  to  Security  Deposits.  De- 
cision of  the  Illinois  Public  Utilities  Commission,  Authorizing  the 
Adoption  of  Such  Rules  and  Regulations.  August  5,  1915.  Public 
Utility  Reports,  1915  E,  p.  317. 

The  company  stated  that  considerable  misunderstanding  and  much 
trouble  have  resulted  from  the  previous  indefinite  and  discriminatory 
regulations  and  practices  respecting  the  collection  of  bills,  and  proposes 
to  put  into  effect  a  set  of  rules  to  be  uniformly  applied.  The  Com- 
mission says: 

"It  appears  that  the  application  of  the  petitioner  is  reasonable.  It 
is  necessary  that  any  public  utility  be  protected  as  far  as  practicable 
against  unpaid  accounts.  In  a  rate-making  procedure,  such  unpaid 
and  worthless  bills  receivable  obviously  would  have  to  be  allowed  as 
an  operating  expense.  Equity  to  both  the  utility  and  the  consumer 
demands  a  recognition  of  a  reasonable  cash  deposit  as  security  for 
the  prompt  payment  of  the  consumers'  bills. 

139.9— Deposits. 

The  Commission  checked  and  revised  the  rules  proposed  by  the  company 
and  ordered  that  they  be  put  in  effect. 

A  rule  applying  to  present  customers  reads: 

"Every  present  consumer  (individual,  firm  or  corporation)  who  is  not 
an  owner  of  real  estate,  and  who  upon  any  discount  date,  has  not 
paid  the  bills  of  the  previous  two  months,  shall  be  required  either  to 
furnish  a  cash  deposit  or  to  obtain  a  property  owner's  guaranty,  as 
security  for  present  and  future  unpaid  bills.  Payment  of  the  bills 
in  arrears  shall  not  exempt  the  consumer  from  furnishing  the  required 
security.  The  amount  of  the  cash  deposit  shall  equal  two  times  the 
gross  price  of  the  average  monthly  quantity  of  gas,  electricity,  or 
steam  heat  (one  or  all)  used  by  the  consumer  during  the  preceding 
twelve  months.  In  event  the  consumer  has  not  been  connected  to 
the  company's  mains  for  a  period  of  twelve  months,  then  the  amount 
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of  the  deposit  shall  equal  two  times  the  gross  price  of  the  average 
monthly  quantity  of  gas,  electricity,  or  steam  heat  (one  or  all)  used 
by  the  consumer  during  the  period  of  the  service.  The  amount  of  the 
deposit  shall  be  readjusted  once  in  every  twelve  months." 

New  customers,  not  owners  of  real  estate,  are  required  to  furnish  a 
cash  deposit  of  five  dollars  or  a  property  owners'  guaranty.  After  the 
applicant  has  been  a  customer  for  a  period  of  three  months  the  amount 
of  the  deposit  is  to  be  adjusted  to  equal  the  gross  price  of  the  gas,  elec- 
tricity, or  steam  heat  consumed  during  the  first  two  full  months  during 
which  meter  readings  have  been  obtained,  and  at  the  end  of  twelve 
months  the  above  rule  for  present  customers  is  to  be  applied. 

Five  per  cent  interest  is  to  be  paid  upon  all  deposits. 

Service  is  to  be  discontinued  if  the  rules  regarding  deposits  are  not 
complied  with  by  the  customer,  or  if  the  consumer  fails  to  pay  a  bill 
within  forty-five  days  after  expiration  of  the  discount  period  of  the 
bill,  provided  no  proper  exception  has  been  taken  to  the  bill.  Should 
a  consumer's  bill  remain  unpaid  fifteen  days  after  expiration  of  the 
discount  period  of  such  bill,  it  is  optional  with  the  company  to  discon- 
tinue service  at  any  time  after  the  fifteen  days  and  prior  to  forty-five 
days  after  expiration  of  the  discount  period.  Five  days  advance  notice 
is  to  be  given  a  customer  before  disconnecting  Ms  service. 

NEW  JERSEY 

221.1— Issue  of  Stocks  and  Bonds. 

Raritan  River  Railroad  Company,  Application  for  Authority  to  Issue 
Stock.  Decision  of  the  New  Jersey  Board  of  Public  Utility  Com- 
missioners, Authorizing  the  Issue  in  Part.  July  12,  1915.  Public 
Utility  Reports.     1915  E,  p.  72. 

The  State  Board  of  Assessors  in  determining  the  value  of  the  property 
as  of  December  31,  1911,  for  taxation  purposes  found  a  value  of  $840,213. 
The  amount  was  reduced  upon  appeal  of  the  company  to  $753,648  and 
this  latter  figure  the  Board  used  in  determining  the  value  of  the  prop- 
erty for  the  issuance  of  securities.  The  company  protested,  however, 
and  urged  that  there  are  two  standards  of  value,  one  to  be  used  as  a 
basis  for  taxation  purposes  and  the  other  for  the  issuance  of  securities. 

"This  Board  cannot  countenance  any  such  distinction  in  the  valua- 
tion of  physical  property  of  a  utility.  By  the  Constitution  of  the 
state  all  property  is  taxable  at  its  full  value  and  we  cannot  assume, 
particularly  in  view  of  the  petitioner's  proof  on  the  appeal  from  the 
assessment  of  the  State  Board  of  Assessors,  that  the  value  of  its 
property  was  more  than  $753,648  on  December  31,  1911. 

"While  this  Board  is  not  bound  by  the  valuation  of  the  property  of 
a  utility  by  an  official  body  for  taxing  purposes  it  will,  in  a  case  like 
the  present,  where  no  other  valuation  has  been  made  either  by  the 
utility  or  this  Board,  assume  that  the  true  value  of  the  property  of 
such  utility  is  that  fixed  by  the  Tax  Board."  .  .  . 
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REFERENCES 
RATES 

520 — Determination  of  Demand. 

Determination  of  Maximum  Demand  by  V,  H,  Greisser  and  H.  B, 
Peirce.  Paper  Presented  at  the  Convention  of  the  Northwest  Electric 
Light  Association,  Portland,  Oregon,  September  8-10,  1915. 

The  paper  discusses  demand  as  a  factor  in  rate  making  and  points  out  that  in 
some  cases  it  is  important  to  know  the  demand  of  the  individual  customer  while 
in  other  cases,  usually  in  the  larger  plants  but  dep^ding  upon  local  conditions, 
it  is  advisable  to  consider  only  class  demands.  Non-instrumental  methods  and 
instrumental  methods  of  determining  demand  are  described  and  their  application 
to  different  conditions  is  studied.  The  characteristics  of  certain  general  types 
of  instruments  necessary  to  central  stations  using  rates  based  on  demand  are 
presented  and  it  is  shown  that  each  type  of  instrument  will  give  satisfaction  when 
used  in  measuring  certain  definite  classes  of  loads,  provided  that  the  rate  in  opera- 
tion has  been -formulated  with  a  clear  understanding  of  the  characteristics  of  the 
instrument  to  be  used.  It  is  emphasized  that  more  consideration  should  be  given 
the  time  interval  of  the  demand  used  in  rates  than  has  been  shown  in  the  past. 
A  disregard  of  this  point  may  result  in  preferential  rates  to  some  classes  of  cus- 
tomers at  the  expense  of  inequitable  rates  to  others. 

522 — Actual  Measurement  of  Demand. 

Rates  and  Rate  Making,  by  Paul  M.  Lincoln.  Paper  presented 
Before  the  A.  I.  E.  E.     New  York,  October  8,  1915. 

Mr.  Lincoln  points  out  certain  defects  in  the  present  types  of  meters  used  in  meas- 
uring demand,  and  describes  a  new  maximum  demand  meter  which  depends  upon 
heat  and  heat  storage  available  for  both  A.  C.  and  D.  C.  loads  and  determines  a 
differential  "logarithmic  average  demand."  He  claims  that  the  instrument 
can  be  developed  so  that  both  kilowatts  and  kilowatt  amperes  may  be  measured 
and  a  power  factor  determination  made. 


PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation— Law  and  Practice. 

The  Crisis  in  Public  Service  Regulation  in  New  York,  by  Delos 
F.  Wilcox.  16|  pages.  National  Municipal  Review.  October,  1915. 
Page  547. 

The  chief  weaknesses  in  regulation  by  state  commissions,  which  might  have  been 
more  or  less  easily  foreseen,  or  which  have  now  been  demonstrated  by  actual  ex- 
perience, are  briefly  noted.  The  disastrous  result  of  undue  political  influence 
affecting  the  membership  and  work  of  public  service  commissions  is  shown  in  a 
review  of  the  history  of  regulation  in  New  York.  Mr.  Wilcox  discusses  the  char- 
acter of  the  original  Hughes  appointees  and  their  fitness  for  the  work,  and  the 
subsequent  changes  in  the  membership  of  both  commissions  as  affected  by  the 
personal  or  political  likes  and  dislikes  of  the  later  governors,  concluding  with  the 
play  of  politics  in  the  recent  Whitman-Hayward  investigation  and  the  present 
membership  of  the  Commission.  The  question  as  to  the  wisdom  of  state  regula- 
tion as  compared  with  home  rule  of  the  New  York  City  utilities,  is  also  touched 
upon. 
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200 — Public  Service  Regulation — Law  and  Practice. 

Address  by  Alexander  C.  Humphreys,  President,  Before  The  Inter- 
national Gas  Congress,  San  Francisco,  California,  September  27-Octo- 
ber  4,  1915.     The  Gas  Age,  October  1,  1915,  p.  314. 

In  bis  address  opening  the  International  Gas  Congress,  President  Alexander  C. 
Humphrey  says  that  regulation  by  commissions  has  no  doubt  come  to  stay,  but 
it  has  already  been  over-developed.  Demands  for  enlarged  powers  are  being 
urged  by  the  Interstate  and  other  commissions.  This  situation  must  be  met  by 
owners  and  managers  of  public  utility  properties,  including  bankers,  business  men, 
small  investors,  and  the  officers  of  the  companies;  and  those  interested  in  the  wel- 
fare of  the  industry  should  be  "prompt,  fearless,  diligent  to  correct  misstatements 
and  misinformation  and  to  disseminate  the  truth,  and  all  done  openly  and  above 
board.  They  should  also  be  courageous  and  untiring  in  their  resistance  to  per- 
secution and  confiscation  when  it  parades  under  the  cloak  of  regulation." 

MUNICIPALITIES 

840 — Public  Operation. 

Unfairness  in  Rates  Charged  by  Certain  Municipal  Lighting 
Plants.    Engineering  and  Contracting.     September  29,  1915.     p.  238. 

The  article  points  out  how  Seattle  and  other  cities  operating  electric  light  plants 
are  furnishing  residence  service  at  a  loss,  shifting  the  burden  upon  the  taxpayers 
of  the  municipality  directly,  or  indirectly  through  excessive  charges  for  street 
lighting.  Such  discriminatory  practices  afford  one  reason  for  extending  regula- 
tion over  municipal  plants.  It  is  stated  that  no  thoroughly  honest,  thoroughly 
competent  manager  of  a  municipally  owned  plant  should  object  to  regulation 
on  an  equality  with  private  plants.  "Indeed,  if  a  manager  of  a  municipal  plant 
actually  believes  in  the  economic  efficiency  of  his  management  he  should  court 
investigation  and  rate  control  by  such  an  independent  public  agency  as  a  state 
commission  is  presumed  to  be." 

GENERAL 

113 — Financing. 

Financial  Needs  of  the  Electrical  Industry,  by  Frank  A.  Van- 
DERLip.  Abstract  of  An  Address  Before  the  Association  of  Edison 
Illuminating  Companies,  Spring  Lake,  N.  J.,  September  15,  1915. 
Electrical  World,  September  25,  1915.     p.  684. 

The  article  discusses  the  problem  of  securing  necessary  capital  in  the  electrical 
field,  in  view  of  the  great  demands  on  capital  and  the  higher  rate  of  interest 
caused  by  the  European  war.  Conditions  in  the  industry  must  be  made  as  inviting 
as  possible.  Companies  should  seek  to  establish  harmonious  relations  with  the 
public,  and  must  be  given  fair  treatment  at  the  hands  of  regulating  bodies. 
Capital  must  have  some  certainty  of  return  if  fresh  streams  are  to  flow  into 
any  enterprise. 

113— Financing. 

A  New  5%  Five  Dollar  Bond  for  Consumer  Investors.  The  Gas 
Age,  September  15,  1915,'p.  282. 

A  plan  adopted  by  the  Oklahoma  Gas'and  Electric  Company  of  marketing  baby 
bonds  in  denominations  of  $5,  bearing  o.'percent  interest  is  outlined  in  the  financial 
news  of  this  issue.  Through  the  sale  of  these  bonds,  it  is  possible  to  popularize 
the  company  with  its  patrons  and  at  the  same  time  protect  the  company  against 
loss  through  failure  of  patrons^to  pay.their  bills. 
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731— Electric  Definitions. 

Standardization  Rules  of  the  A.  I.  E.  E.  Edition  of  July  1,  1915. 
Pamphlet  109  pages. 

This  edition  of  the  Standardization  Rules  represents  the  completion  and  classi- 
fication of  the  edition  of  December  1,  1914,  with  few  additions.  The  rules  defining 
power  factor,  load  factor,  plant  factor,  the  demand  of  an  installation  or  system, 
maximum  demand,  demand  factor,  diversity  factor,  connected  load,  and  capacity, 
which  were  given  in  6  Rate  Research  307,  have  not  been  changed. 

740 — Company  Data. 

Statistics  of  Public  Utilities  for  the  Year  191.3.  Compiled  by  the 
New  Jersey  Board  of  Public  Utility  Commissioners.    400  pages, 

Financial  and  miscellaneous  statistics  are  compiled  from  the  annual  reports 
made  by  the  public  utilities  of  New  Jersey  to  the  Board  of  Public  Utility  Com- 
missioners for  the  year  1913. 

786 — Tests  and  Accuracy  of  Meters. 

The  Effect  of  Temperature  on  the  Accuracy  of  Watt-hour  Meters, 
by  B.  E.  Miller.    Electrical  World.     September  18,  1915,  p.  636. 

An  account  is  given  of  a  series  of  tests  made  by  students  in  the  electrical  engineer- 
ing department  of  the  University  of  Wisconsin  to  determine  the  effect  of  changes 
in  temperature  on  the  accuracy  cf  watt-hour  meters.  Such  a  study  is  interesting 
in  connection  with  Commission  regulation  fixing  the  degree  of  accuracy  within 
which  service  meters  must  be  adjusted.  A  group  of  watt-hour  meters  of  different 
makes  was  used,  and,  conducted  at  a  range  of  temperature  between  20  degrees 
below  zero  and  140  degrees  above  zero,  Fahr.,  the  tests  seemed  to  show  variations 
of  registration  of  3,  5,  and  even  7  per  cent  from  the  original  calibration.  A  num- 
ber of  curves  are  given  showing  the  results  obtained. 

900— General. 

"Why  Central  Stations  Do  Not  Get  All  The  Big  Power  Business." 
Electrical  World,  October  2,  1915.     Page  759. 

An  accoimt  is  given  of  the  discussion  of  various  phases  of  this  topic,  from  the 
viewpoints  of  both  the  factory  manager  and  the  motor  service  solicitor,  presented 
in  a  symposium  of  papers,  at  the  recent  convention  of  the  New  England  Section 
of  the  N.  E.  L.  A.,  Kineo,  Maine. 


910 — Promotion  and  Growth  of  Business. 

Substantial  Growth  in  the  Central  Station  Field.  Electrical 
World,  October  2,  1915,  page  748. 

The  returns  for  the  electric  light  and  power  companies  of  this  country,  compiled 
by  the  Electrical  World,  for  the  first  year  of  the  war,  ending  with  July,  show  that 
the  industry  is  back  to  normal  growth  in  practically  all  parts  of  the  country. 
It  is  pointed  out  that  progress  has  been  made  regardless  of  the  handicap  imposed 
by  the  European  war,  and  the  effect  of  the  higher  efficiencies  of  translating  devices, 
especially  the  tungsten  lamp,  which  has  now  come  into  almost  universal  use. 
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COMMISSION  DECISIONS 
MISSOURI 

300 — Investment  and  Return. 

Ft.  Scott  &  Nevada  Light,  Heat.  Water  and  Power  Company, 
Investigation  On  Motion  of  the  Commission  to  Determine  Reasonable 
Rates  For  Electric  and  Water  Service.  Decision  of  the  Missouri 
Public  Service  Commission,  Fixing  Rates.     July  30,  1915. 

311.1— Original  Cost. 

The  Commission  found  that  the  evidence  as  to  original  cost  was  meager 
and  unsatisfactory,  and  that  the  accountant  could  not  verify  the 
capital  expenditures  charged  to  plant  account  prior  to  March  1,  1914, 
and  concluded  that  it  would  be  impossible  "to  arrive  at  a  figure  repre- 
senting even  approximately  the  investment  in  capital  assets  on  the 
theory  of  original  cost  to  date  for  the  properties  of  the  company  as  a 
whole,  much  less  the  investment  in  each  of  the  electric,  water,  street 
railway  and  gas  properties  in  Nevada  separately." 

311.2 — Reproduction  Cost  New. 

The  Commission's  engineer  checked  inventories  filed  by  the  company 
to  determine  the  cost  of  reproduction  new  less  depreciation  and  made 
separate  inventories,  prorates  and  estimates  of  the  cost  to  reproduce 
the  electric,  water,  gas  and  street  railway  properties  separately. 

"Engineer  Baldwin's  assignment  of  property  to  the  several  depart- 
ments appears  proper  and  reasonable,  the  basis  of  assignment  being 
to  locate  directly  all  property  items  which  were  in  use  for  one 
department  only  and  to  prorate  such  items  as  are  in  common  use 
on  the  basis  of  use;  for  example,  the  boiler  plant  was  prorated  by 
him  to  the  electric,  water  and  railway  service  on  the  basis  of  the 
estimated  average  use  of  steam  by  each,  and  the  equipment  used 
in  common  was  prorated  between  electric  light  and  power,  water 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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and  street  railway  on  the  basis  of  the  average  amounts  of  electricity 
used  by  each." 

314— Overhead  Charges. 

In  the  appraisal  of  the  property  of  the  different  departments,  overhead 
charges  were  included  of  8%  on  the  value  of  land  and  14%  on  the  value 
of  buildings,  equipment  and  distribution  system. 

340— Rate  of  Return. 

While  the  investigation  was  conducted  to  determine  rates  for  water 
and  electric  service  only,  the  Commission  computed  the  present  earnings 
of  the  company  in  all  departments  and  found  that  the  electric  service 
is  "highly  profitable,  the  street  railway  service  reasonably  profitable, 
but  the  water  and  gas  services  appear  to  earn  little  more  than  suffi- 
cient to  provide  for  contingencies  and  depreciation." 

"Contrary  to  contention,  we  find  the  street  railway  is  profitable 
in  itself  and  does  not  have  to  be  financially  aided  by  other  depart- 
ments and  it  is  possible  that  by  improvements  in  this  service  the 
revenues  can  be  increased  without  corresponding  increases  in  ex- 
penses of  operation;  hence,  the  street  railway  service  is  not  even 
indirectly  involved  in  the  issues,  as  was  claimed  by  defendant.  There 
remains  the  issues  as  alleged  in  the  complaint  namely,  the  rates  for 
electric  and  water  service,  and  particularly  for  street  lighting  and 
fire  service. 

"Considered  separately,  the  electric  service  earns  25  per  cent  on  a 
$55,000  valuation,  and  the  water  service  3  per  cent  on  a  $109,000 
valuation,  while  considered  together,  the  electric  and  water  services 
earn  10  1-3  per  cent  on  $164,000  valuation. 

"Assuming  a  return  of  7  per  cent,  which  we  have  in  several  cases 
found  reasonable,  and  an  allowance  of  5  per  cent  for  surplus,  con- 
tingencies and  depreciation,  we  have  12  per  cent  as  the  reasonable 
percentage  on  present  value  for  return  and  allowance  for  surplus, 
contingencies  and  depreciation  of  defendant's  electrical  property. 
Assuming  7  per  cent  for  return  and  3  per  cent  allowance  for  surplus, 
contingencies  and  depreciation,  the  evidence  in  this  case  being  that 
the  composite  depreciation  based  on  age  and  life  of  the  water  pro- 
perty is  2.34  per  cent,  we  have  10  per  cent  as  the  reasonable  per- 
centage on  present  value  for  return  and  allowance  for  surplus, 
contingencies   and   depreciation   on   defendant's   water   property." 

The  Commission  estimated  that  a  reduction  of  30  per  cent  from  the 
income  received  for  electric  service  would  still  leave  sufficient  income 
to  pay  operating  expenses  and  provide  the  allowance  of  12  per  cent. 
The  Commission  finds,  however,  that  the  present  rates  of  the  company 
"do  not  appear  abnormally  high"  for  commercial  electric  lighting  and 
power,  but  that  the  showing  of  excess  profits  permits  of  some  reduction 
to  these  classes  in  addition  to  the  reduction  in  street  lighting  rates. 
The  reduction  in  income  under  the  rates  finally  prescribed  by  the 
Commission  was  estimated  to  be  "some  17  per  cent  in  revenue  from 
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commercial  lighting,  and  approximately  the  same  per  cent  reduction 
in  total  revenue  from  electricity  sales." 

"While  this  is  not  so  large  a  reduction  as  the  excess  profits  of  the 
electrical  department,  as  hereinbefore  calculated,  might  seem  to 
warrant,  yet  taking  into  account  all  the  facts  and  evidence  in  this 
case,  and  particularly  the  uncertainty  in  predetermining  the  effect 
of  prescribed  rates,  especially  where  the  consumers'  data  does  not 
check  with  the  revenue  received,  we  are  of  the  opinion  that  the 
rates  prescribed  are  justified  as  reasonable  and  just  maximum 
rates  for  defendant  company,  for  the  period  of  three  years." 

531 — Prompt  Payment  Discount. 

"The  discount  established  by  defendant  for  prompt  payment  is 
unique  in  providing  two  discounts;  20  per  cent  if  paid  by  the  5th 
of  the  month  and  10  per  cent  if  paid  after  the  5th  and  by  the  10th 
of  the  month.  We  have  found  in  a  number  of  cases  that  a  discount 
is  reasonable  in  order  to  secure  prompt  payment,  and  have  approved 
such  discounts  as  high  as  10  per  cent.  This  double  discount  of 
defendant  is  not  only  more  complicated  than  a  single  discount, 
but  is  much  larger  than  is  necessary  to  secure  prompt  payment,  and 
differentiates  too  much  between  those  who  pay  by  the  5th, 
those  who  pay  by  the  10th,  and  those  who  pay  on  the  11th  and  the 
12th  of  the  month,  as  another  rule  of  the  company  provides  for 
discontinuing  service  on  the  12th  of  the  month  at  the  option  of 
defendant,  if  bills  are  not  paid  by  that  date.  We  are  of  the  opinion 
that  a  discount  of  10  per  cent  for  prompt  payment  by  the  10th  of 
the  month,  in  connection  with  the  reasonable  maximum  rates  to 
be  hereinafter  prescribed,  is  an  ample  discount  to  insure  prompt 
payment.  There  appeared  no  controversy  as  to  defendant's  rule 
for  discontinuing  electric  service  or,  in  fact,  as  to  other  of  defendant's 
rules  of  service,  and  there  is  at  this  time  no  issue  before  us  as  to 
such  rules,  except  as  to  their  effect  on  defendant's  rates,  so  restate- 
ment of  them,  if  it  be  necessary  can  best  await  the  Commission's 
action  on  general  service  rules  now  under  consideration." 

720— Rate  Schedules. 

The  rates  prescribed  by  the  Commission,  effective  as  of  September 
1,  1915,  are  as  follows: 

RESIDENCE  LIGHTING. 
Rate. 

11  cents  per  kilowatt-hour  for  the  first  20  kilowatt-hours  used  per  month. 
9  cents  per  kilowatt-hour  for  the  next  20  kilowatt-hours  used  per  month. 
6  cents  per  kilowatt-hour  for  all  excess  used  per  month. 

Prompt  Payment  Discount. 

10  per  cent  discount  for  prompt  payment. 

Minimum  Charge. 

75  cents  per  month  per  meter. 
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BUSINESS  LIGHTING. 
Rate. 

11  cents  per  kilowatt-hour  for  the  first  40  kilowatt-hours  used  per  month. 
9  cents  per  kilowatt-hour  for  the  next  40  kilowatt-hours  used  per  month. 
6  cents  per  kilowatt-hour  for  all  excess  used  per  month. 

Prompt  Payment  Discount. 

10  per  cent  discoimt  for  prompt  payment. 

Minimum  Charge. 

$1.00  per  month  per  meter. 

POWER. 

Rate. 

6  cents  per  kilowatt-hour  for  the  first  100  kilowatt-hours  used  per  month. 
5  cents  per  kilowatt-hour  for  the  next  200  kilowatt-hours  used  per  month. 
3  cents  per  kilowatt-hour  for  all  excess  used  per  month. 

Prompt  Payment  Discount. 

10  per  cent  discount  for  prompt  payment. 

Minimum  Charge. 

$1 .  00  per  horsepower,  or  for  the  first  15  horsepower  connected  capacity. 
.  75  for  the  next  15  horsepower  connected  capacity. 
.50  for  horsepower  per  all  the  connected  capacity  in  excess  of  30  horsepower. 

STREET  LIGHTING. 
Rate. 

$55.00  per  lamp  per  year  for  400  candle  power  nitrogen-filled  street  lights. 


OREGON 

580 — Terms  and  Conditions. 

Pacific  Telephone  and  Telegraph  Company.  Investigation  of 
Charges  and  Regulations.  Decision  of  Oregon  Public  Service 
Commission,  Prescribing  Rules  Regarding  Deposits,  Service  Connec- 
tions, and  Extensions  of  Service.    September  25,  1915. 

The  Commission,  on  its  own  motion,  made  an  investigation  of  the 
rates  and  regulations  of  the  Pacific  Telephone  and  Telegraph  Com- 
pany. 

139.9— Deposits. 

The  Commission  states  that  the  present  practice  of  the  Company  in 
requiring  a  deposit  of  S5.00  from  certain  applicants  for  service  has  been 
cause  for  complaint. 

But  the  Commission  says : 

"The  necessity  for  protection  of  the  utility  in  the  collection,  with 
the  least  expense  and  delay,  of  its  just  charges,  is  fully  recognized 
as  due  both  to  it  and  to  the  honest  patron,  who  otherwise  would 
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be  called  upon  to  make  good  the  dereliction  of  the  defaulting  cus- 
tomer." 

The  rules  prescribed  by  the  Commission  permit  the  Company  to 
require  payment  in  advance  in  the  case  of  unmetered  or  flat  rate  ser- 
vice for  the  period  for  which  bills  are  rendered.  Applicants  for  metered 
service  may  be  required  to  establish  their  credit  before  service  is  deliv- 
ered. The  applicant's  credit  will  be  deemed  established  if  he  (1)  owns 
the  premises  to  be  served;  (2)  makes  a  cash  deposit;  (3)  furnishes  a 
guarantor  for  the  payment  of  his  bills  satisfactory  to  the  telephone 
utility;  or  (4)  has  paid  all  his  bills  to  the  telephone  utility  promptly 
during  the  twelve  months  prior  to  the  effective  date  of  the  order  herein. 

The  cash  deposit  is  to  be  specified  in  the  utility's  rules,  but  shall  in  no 
event  be  in  excess  of  twice  the  average  periodic  bill  of  customers  in  his 
class,  provided,  also  that  the  deposit  for  domestic  or  residence  metered 
service  shall  not  exceed  $2.50  and  for  business  service  S5.00.  After  a 
cash  deposit  has  stood  unimpaired  for  twelve  months  it  shall  be  returned 
to  the  depositor.  For  non-payment  of  bills,  service  may  be  discon- 
tinued after  written  notice  has  been  given  the  customer.  When  bills 
are  normally  made  out  monthly,  at  least  fifteen  days  advance  notice 
is  to  be  given  in  writing  and  when  bills  are  normally  made  out  for 
periods  in  excess  of  one  month,  at  least  thirty  days'  advance  notice 
is  to  be  given  in  writing  before  service  is  discontinued. 

The  company  is  to  pay  interest  at  six  per  cent  on  all  deposits  held  by 
it  to  secure  the  payment  of  bills  for  metered  service,  provided  that  the 
deposit  had  not  been  impaired  during  the  time  it  has  been  held  by  the 
utility.  No  interest  need  be  paid  if  the  service  is  discontinued  within 
less  than  twelve  months  from  the  date  of  first  taking  service. 

138 — Contracts. 

A  rule  prescribed  by  the  Commission  provides  that  the  telephone 
utility  may  not  require  an  applicant  for  any  exchange  service  within 
incorporated  territory  to  sign  a  contract  for  service  as  a  condition  pre- 
cedent to  the  rendering  of  such  service.  The  utility  may,  however, 
require  that  a  reasonable  written  application  for  service  be  made,  and 
if  the  applicant  claims  to  establish  his  credit  by  the  ownership  of  the 
premises,  he  may  be  required  to  state  such  fact  in  his  application. 

226.2 — Extension  of  Service. 

The  rules  regarding  extensions  of  service  are  as  follows : 

"Rule  15.  When  the  telephone  utility  operates  under  a  general 
franchise  authorizing  the  occupancy  of  all  of  the  streets  of  a  city  or 
town,  it  shall,  at  its  own  expense,  make  such  street  extensions  as 
may  be  necessary  to  serve  all  applicants  for  exchange  service  within 
such  municipality. 

"Rule  16.  This  telephone  utility  shall  make  such  reasonable  exten- 
sions at  its  own  expense  in  unincorporated  territory  as  it  can  agree 
upon  with  the  applicant  for  exchange  service. 
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"Rule  17.  In  any  case  in  which  the  construction  of  an  extension 
at  the  utihty's  sole  expense  as  provided  in  Rule  15  or  Rule  16  will 
in  its  opinion  work  an  undue  hardship  upon  the  utility  or  its  existing 
customers,  the  matter  may  be  submitted  formally  to  the  Commis- 
sion for  determination,  unless  satisfactorily  adjusted  by  an  informal 
application  and  an  equitable  adjustment  will  be  made  by  the  Com- 
mission." 

580 — Terms  and  Conditions. 

Regarding  service  connections,  the  Commission  says: 

"The  telephone  utility  shall  install  at  its  own  expense  a  proper 
service  connection  to  the  point  of  installation  upon  the  customer's 
premises  agreed  upon.  Subject  to  review  by  the  Commission,  the 
telephone  utility  may  refuse  to  make  a  service  connection  if  it  be- 
lieves that  the  service  applied  for  will  not  be  used  in  the  reasonably 
immediate  future." 

The  telephone  utility  may  elect  and  pro\nde  that  the  reasonable  cost 
of  disconnecting  and  reconnecting  an  exchange  service  connection, 
not  exceeding  $2.50  per  customer's  station,  may  be  (1)  charged  directly 
to  the  resuming  customer  in  event  he  applies  for  the  same  or  a  lower 
class  of  service  at  the  same  or  other  premises  within  six  months  after 
such  disconnection,  or  (2)  such  cost  may  be  merged  in  the  general 
operating  expenses. 

MAINE 
600— Rate  Differentials. 

RuMFORD  Falls  Light  and  Water  Company,  Application  For  Ap- 
proval of  Contract  For  Street  Lighting  Service.  Decision  of  the 
Maine  Public  Utilities  Commission,  Granting  the  Application. 
August  13,  1915. 

The  Company  asked  for  approval  of  a  contract  under  which  it  desires 
to  furnish  electricity  to  the  town  of  Mexico  for  street  lighting  service. 

224.2— CJontracts. 

The  proposed  contract  is  for  a  rate  less  than  the  regular  domestic  light- 
ing rate,  and  for  a  fixed  term.     The  Commission  says: 

"Contracts  for  comparatively  long  terms  between  a  public  utility 
and  its  customers,  whereby  a  particular  individual  or  corporation 
seems  to  be  securing  an  advantage  over  a  smaller  customer,  are  not 
now  favored  by  Legislatures  or  Public  Utihties  Commissions.  In 
the  past,  such  contracts  (sometimes  written  and  sometimes  oral 
'gentlemen's  agreements')  constituted  the  methods  by  which  rebates 
and  other  special  and  unwarranted  advantages  were  obtained.  It 
was  to  make  such  practices  impossible,  or  at  least  unlawful,  that  the 
Legislature  in  nearly  every  state  during  the  last  seven  years  have 
passed  public  utility  acts  and  created  commissions  to  assist  public 
service  corporations  in  doing  away  with  the  necessity  of  these  special 
agreements  and  to  so  arrange  matters  between  the  corporations  and 
the  public  that  all  business  dealings  should  be  carried  on  in  the  open. 
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each  ha\'ing  a  full,  mutual  understanding  of  the  acts  and  the  rights 
of  the  other,  and  each  having  in  the  Commission  a  friend  to  whom  he 
could  at  all  times  go  with  full  confidence  in  finding  a  patient  ear,  a 
ready  though  just  sympathy,  and  a  full,  calm  and  judicial  hearing 
and  decision. 

"Under  the  Maine  Utilities  Act  all  secret  agreements  are  unlawful 
and  each  public  utility  is  prohibited,  under  heavy  penalty,  from 
charging  or  collecting,  for  any  service  rendered,  any  sum  whatever 
which  is  not  in  strict  conformity  with  its  schedule  of  rates.  This 
makes  it  necessary  for  each  such  utility  to  file  with  this  Commission 
a  schedule  of  rates  showing  each  ser\'ice,  and  the  exact  price  therefor, 
which  is  offered  to  the  public.  In  this  way  the  public  and  the  Com- 
mission are  at  all  times  fully  informed. 

"There  is  a  class  of  cases  in  which  the  welfare  of  the  utility  and  of 
its  prospective  customers,  and,  we  believe,  of  the  public,  require 
greater  certainty  as  to  the  future  rate  for  a  particular  service.  Fre- 
quently the  establishment  of  an  enterprise  depends  upon  the  cer- 
tainty of  its  being  able  to  secure  power  at  a  known  cost  for  an  extended 
period.  In  other  cases,  where  a  change  of  the  character  of  power 
used  is  contemplated,  the  user  must  know  what  the  future  cost  will 
be. 

"In  still  other  cases,  and  the  present  is  an  example  of  this  class,  a 
prospective  consumer  of  large  units,  must  determine  whether  he  will 
generate  his  own  power  or  purchase  from  some  established  utility." 

460 — Value  of  the  Service. 

"He  can  often  produce  his  power  at  less  cost  than  the  fair  price 
charged  by  the  utility  for  its  output  delivered  to  its  usual  class  of 
customers.  This  happens  because  he  can  use  for  generating  power, 
a  by-product  of  his  regular  business,  or,  as  in  the  case  of  municipal- 
ities, does  not  expect  any  returns  on  the  capital  invested.  None  of 
these  considerations  would  warrant  special  rates  or  especially  favor- 
able terms  to  such  prospective  users.  No  person  may  be  given  a  lower 
rate  to  induce  him  to  use  the  current,  or  to  prevent  his  generating 
his  own  power.     This  decision  is  to  be  read  with  this  always  in  mind. 

"But  such  consumers  afford  an  opportunity  for  larger  producers  of 
power  to  dispose  of  what  otherwise  would  go  unused.  If  this  sur- 
plus energy  is  sold  at  any  price  above  the  cost  of  production  and  trans- 
mission, it  returns  some  profit  to  the  utility.  To  that  extent  also 
it  assists  the  general  public  in  carrying  the  overhead  charges  of  the 
utility.  If  a  contract  is  approved  which  does  not  promise  its  full 
pro  rata  of  the  utility's  fair  profit  on  its  business  as  a  whole,  it  will 
be  on  the  ground  that  it  takes  care  of  its  surplus  product,  and  no 
such  contract  should  be  presented  where  it  is  reasonable  to  expect 
that  the  same  units  of  product  might  have  been  disposed  of  on 
terms  more  consistent  with  the  return  of  approximately  the  same 
percentage  of  profit  lawfully  enjoyed  generally  by  the  utility  on  its 
output. 


26  8         Rate     Research 


"And  so  long  as  the  price  is  sufficient  to  return  some  profit  to  the 
utility,  and  is  open  as  long  as  the  utility  has  current  to  supply  with- 
out injury  to  the  general  public  dependent  upon  it,  it  is  obviously  to 
the  advantage  of  all  that  it  be  permitted  to  avail  itself  of  the  privilege. 
That  the  unit  required  is  so  large,  or  the  character  of  its  use  confined 
to  so  few  users  that  its  customers  under  this  rate,  will  be  few,  should 
not  operate  against  it,  provided  it  keeps  reasonably  within  the  spirit 
of  the  law.  These  contracts  should  and  will  be  scrutinized  with 
great  care,  but  the  public  interest  does  not  require,  and  it  is  not  the 
policy  of  the  law  to  effect  anything  that  shall  stand  in  the  way  of  the 
widest  reasonable  and  just  expansion  of  the  business  of  the  public 
utilities  of  the  state." 

712 — Publicity  of  Schedules 

The  statute  evidently  requires  the  filing  of  an  open  rate  so  that  other 
applicants  for  service  of  the  same  character  may  know  what  they  are 
entitled  to. 

"It  may  be  well  said  that  a  public  rate  for  a  class  of  service  like  that 
involved  in  the  contract  under  consideration  is  of  little  practical 
value,  because  in  the  very  nature  of  things,  there  probably  would  be 
but  one  customer.  But  these  schedules  perform  another  ser\dce. 
The  dealings  of  a  public  utility  with  all  of  its  customers  should  be  as 
public  as  practicable,  to  the  end  that  they  may  be  fully  advised  of 
all  matters  relating  to  its  rates." 

The  company  in  this  case  is  ordered  to  file  with  its  schedule  of  rates  a 
class  rate  containing  the  rate  for  street  lighting  service  defined  in  its 
petition  which  shall  remain  in  force  according  to  the  intent  of  the 
statute. 

MISSOURI 

132 — Protection  from  Competition 

Grange  Hall  Farmers  Telephone  Company,  Investigation  on  Mo- 
tion of  The  Commission  of  the  Alleged  Violation  of  Anti-Duplication 
Order.  Decision  of  Wisconsin  Railroad  Commission,  Ordering  Com- 
plete Withdrawal  of  Duplicate  Service  Not  Authorized  and  Not  Nec- 
essary to  Public  Convenience.     August  18,  1915. 

The  Grange  Hall  Company  had  been  granted  a  certificate  by  the  Com- 
mission to  build  a  certain  telephone  line,  but  it  subsequently  appeared 
that  no  notice  had  been  given  the  Highland  Company  of  the  proposed 
extension,  although  the  latter  company  was  furnishing  service  along 
the  proposed  route.  The  Commission  ordered  the  construction  of  the 
line  suspended,  pending  a  formal  hearing  of  the  matter.  The  line  was 
however,  rushed  to  completion,  and  after  a  finding  that  the  duplication 
of  service  was  unnecessary  and  not  in  any  way  desirable,  the  Commis- 
sion's order  required  the  abandonment  of  the  line.  (6  Rate  Research 
41.) 
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The  matter  was  again  brought  before  the  Commission  upon  complaint 
of  the  Highland  Company,  alleging  that  the  order  had  not  been  com- 
plied with.  The  Commission  finds,  however,  that  the  intruding  com- 
pany, acting  as  an  entity  distinct  from  the  patrons  of  the  line,  has  dis- 
continued service,  but  that  the  patrons  continue  to  use  the  equipment 
installed  as  a  neighborhood  convenience. 

The  Commission  points  out  a  number  of  omissions  in  the  estimate  of 
costs  the  parties  have  in  mind  and  that  the  service  will  be  inferior  to 
that  furnished  by  the  present  company. 

"It  may  be  argued  that  the  patrons  to  be  served  should  be  permitted 
to  furnish  themselves  with  as  poor  service  as  they  care  to  put  up  with. 
But  the  Highland  Telephone  Company,  it  must  be  remembered, 
already  had  a  line  in  this  territory,  apparently  capable  of  furnishing 
good  service  and  supposedly  put  there  in  response  to  a  demand,  either 
direct  or  indirect,  for  such  a  grade  of  service.  It  is,  therefore, 
entitled  to  protection  against  the  competition  of  a  line  built  as  an 
experiment,  to  give  service  to  a  minority. 

'Tf  there  were  not  telephone  service  being  furnished  in  the  territory 
the  projectors  of  a  new  line  might  well  consider,  as  a  matter  of  policy, 
whether  they  could  afford  to  pay  a  telephone  company  a  rate  suffi- 
cient to  meet  all  the  expenses  incurred  in  furnishing  telephone  ser\ice 
or  whether  it  would  be  better  to  pay  a  telephone  company  for  only 
such  portion  of  the  ser\'ice  as  each  individual  would  be  incapable 
of  furnishing  for  himself.  After  a  company  has  been  induced  to 
enter  into  the  territory  to  give  service  it  is  too  late  to  consider  this 
preliminary  problem." 

The  parties  now  using  the  service  are  given  one  month  in  which  to 
make  other  arrangements  for  telephone  service,  and  the  decision  says: 

"Unless  all  connection  between  this  line  and  the  telephone  instru- 
ments on  the  premises  of  subscribers  are  discontinued  within  one 
month  from  the  date  of  this  decision,  the  matter  will  be  certified  to 
the  Attorney  General  for  prosecution." 


NEW  YORK 
200 — Public  Service  Regulation — Law  and  Practice. 

Merritt  Manufacturing  Company  et  al.  v.  New  York  Central 
AND  Hudson  River  Railroad  Company  et  al.,  Asking  For  Interchange 
and  Switching  Service  at  Lockport.  Decision  of  the  New  York 
Public  Service  Commission  (2  D)  Finding  That  the  Present  Service  is 
Inadequate  and  Ordering  Companies  to  Submit  Agreements  and 
Plans  For  Making  the  Desired  Change.     September  21,  1915. 

The  Commission  found  that  the  lack  of  interchange  facilities  between 
the  New  York  Central  &  Hudson  River  Railroad  Company  and  the 
International  Railway  Company  works  an  undue  hardship  upon  the 
shippers  at  Lockport. 
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The  companies,  however,  are  competing  for  the  shipping  business  in 
Lockport  and  have  opposed  any  arrangement  for  interchange  or 
switching  service.  The  complaint  has  been  before  the  Commission 
since  the  latter  part  of  1908. 

"Unfortunately,  the  attitude  of  the  parties  to  this  proceeding — 
the  business  interests  of  Lockport  on  the  one  hand,  demanding 
what  they  assert  as  their  undoubted  rights  as  consignees  and  shippers 
of  freight,  and  the  railroad  companies  on  the  other  hand  just  as 
strenuously  opposing  such  demands — has  engendered  an  ill-natured 
contention  which  seems  to  assume  that  one  party  is  all  right  and 
the  other  is  all  wrong,  as  to  the  questions  involved  in  this  case.  .  .  . 
It  may  be  possible  that  individual  selfishness  of  some  of  the  parties 
has  had  something  to  do  with  the  feeling  which  has  occasionally 
been  shown;  may  be  it  is  because  these  questions  have  remained 
undetermined  for  so  many  years,  during  which  time  there  seems 
to  have  been  an  effort  made  to  surround  this  case  with  an  air  of 
uncertainty,  from  which  it  might  be  inferred  that  the  rights  of 
Lockport,  with  its  large  industrial  and  commercial  interests,  are 
just  a  little  different,  or  less,  than  those  of  other  places  requiring 
facilities  and  convenience  for  the  interchange  of  freight;  but  there 
is  no  strange  or  unusual  feature  presented  in  this  case,  except, 
perhaps  the  one  fact  that  it  should  have  remained  for  this  Com- 
mission to  solve  a  problem  which  the  carriers  themselves  should 
have  adjusted  long  ago.  However  this  may  be,  it  now  becomes 
the  duty  of  the  Commission,  regardless  of  what  has  gone  before, 
to  make  a  declaration  of  the  rights  and  obligations  of  both  shippers 
and  railroads  with  reference  to  these  matters,  and  in  such  decla- 
ration, to  show  if  possible,  that  the  interests  of  the  parties  are  mutual 
and  not  antagonistic;  and  if  we  can  do  that,  we  have  gone  a  long 
way  toward  proving  the  efficacy  of  regulation  of  common  carriers 
in  the  interest  of  the  public,  and  for  the  benefit,  also,  of  the  carriers 
themselves."     ... 

"The  management  of  the  railroads  of  the  respondents  and  the 
conduct  of  their  business  must  necessarily  be  vested  in  their  own 
officials;  and  it  is  the  settled  policy  of  this  Commission  never  to 
interfere  with  such  management,  so  long  as  there  is  compliance 
with  the  laws  of  the  State  as  regards  rates,  service  and  practices." 

A  preliminary  order  is  entered  giving  the  carriers  an  opportunity  to 
make  their  own  arrangement  and  plans. 


NEW  JERSEY 

228.1 — Approval  of  Franchises. 

Delaware  and  Atlantic  Telegraph  and  Telephone  Company, 
Application  for  Approval  of  Franchise.  Decision  of  the  New  Jersey 
Board  of  Public  Utility  Commissioners,  Withholding  Approval. 
October  5,  1915. 
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The  franchise  agreement  between  the  company  and  the  city  of  Absecon, 
authorizing  the  company  to  construct  and  operate  a  telephone  system 
in  the  city  provided  for  the  rendering  of  certain  telephone  service  free 
to  the  city. 

The  Board  says  that,  in  view  of  the  decision  of  the  Supreme  Court  in 
Public  Service  Electric  Company  v.  Board  of  Public  Utility  Commis- 
sioners of  City  of  Plainfield,  93  Atlantic  707,  it  is  "impelled  to  with- 
hold its  approval  of  the  Ordinance."  The  decision  of  the  Court  in  the 
Plainfield  case,  which  was  reported  in  7  Rate  Research  90,  held  in 
effect  that  the  contract  between  the  city  and  the  electric  company 
calling  for  the  rendering  of  free  service  to  the  city  was  discriminatory 
and  could  not  be  enforced  by  the  Commission. 

CALIFORNIA 

831 — Purchase  by  Municipality. 

City  of  Santa  Cruz,  Application  For  An  Order  Fixing  the  Just  Com- 
pensation To  Be  Paid  to  the  Hihn  Water  Company,  for  its  Property 
and  Rights.  Decision  of  the  California  Railroad  Commission, 
Fixing  the  Value  of  the  Property  For  the  Proposed  Purchase  by  the 
Muncipality.     August  4,  1915. 

The  opinion  written  by  Commissioner  Loveland,  says: 

'Tn  arriving  at  the  fair  value  of  this  plant,  I  have  considered  the  pur- 
pose and  manner  for  which  it  is  now  used.  The  testimony  of  the 
city's  witnesses  shows  that  a  large  part  of  the  distribution  system 
is  paralleled  by  the  city's  mains  and  as  a  consequence  their  service 
value  decreased,  but  it  is  manifestly  unjust  to  conclude  that  this 
system  has  a  lesser  value  because  of  some  future  plans  of  a  possible 
purchaser." 

REFERENCES 
INVESTMENT  AND  RETURN 

310— Valuation. 

Foundation  Principles  of  Utility  Valuation,  by  Bion  J.  Arnold. 
Address  Before  the  Annual  Convention  of  the  American  Electric  Rail- 
way Association,  San  Francisco,  California.  October  7,  1915.  25 
pages.  Aera,  October,  1915.  p.  189.  Electric  Railway  Journal,  October 
9,  1915,  p.  713. 

The  subject  of  valuation  of  public  utilities  is  discussed  under  the  following  head- 
ings: Purpose  of  valuation,  detailed  methods,  overhead  or  contingency  per- 
centages, non-physical  values,  depreciation,  and  amortization. 

312.9 — Paving  over  Mains. 

The  Appellate  Court  of  the  State  of  New  York  and  the  Question 
OF  Allowance  for  Paving  Over  Mains  in  Valuation  Work,  by  John 
W.  Alvord.  17  pages.  Journal  of  the  American  Water  Works  Associa- 
tion, September,  1915,  p.  465. 
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The  Court  of  Appeals  of  the  State  of  New  York  in  the  case  of  First  District  Com- 
mission vs.  Kings  County  Lighting  Company,  (5  Rate  Research  19),  held  that  the 
estimate  of  cost  of  paving  over  mains,  where  paving  had  been  laid  subsequent  to 
the  laying  of  the  gas  mains,  should  not  be  included  in  the  estimate  of  the  repro- 
duction cost  of  the  property.  Mr.  Alvord  reviews  the  opinion  of  the  Court  and 
takes  the  position  that  the  cost  of  paving  over  mains  is  unquestionably  one  of 
the  costs  of  reproducing  the  property  and  must  necessarily  be  included  in  an  en- 
gineering estimate  of  such  cost.  The  estimate  of  reproduction  cost  should  not  be 
juggled  but  should  go  before  the  Commission  as  a  fair  and  honest  picture  of  what 
would  really  happen  if  the  property  were  to  be  reproduced  under  present  condi- 
tions. This  is  the  duty  of  the  engineer.  It  then  becomes  the  duty  of  the  Com- 
mission or  Court  to  determine  what  weight  should  be  given  the  estimate  of  repro- 
duction cost  in  arriving  at  the  value  of  the  property  for  rate  making.  The  pres- 
ent confusion  and  lack  of  uniformity  in  the  conclusions  of  commissions  and  courts, 
and  other  experts  dealing  with  the  valuation  of  public  utilities  is  shown  to  be  due 
to  a  lack  of  understanding  of  the  fundamental  principles.  (1)  Property  is  seldom 
the  same  thing  as  investment.  (2)  Cost  is  seldom  the  same  thing  as  value.  (3) 
Past  cost  or  investment  is  seldom  the  same  thing  as  reproduction  cost  cr  cost  new  as 
of  to-day,  less  depreciation.  With  these  fundamental  principles  in  mind,  the  writer 
attempts  to  clear  up  some  of  the  confusion  attending  the  use  of  reproduction  cost 
new  less  depreciation  as  a  measure  of  value,  and  to  determine  to  what  extent  and 
under  what  conditions,  the  use  of  such  reproduction  cost  as  a  basis  of  rate  making 
is  fair  to  the  public  and  to  the  utility. 


MUNICIPALITIES 

820 — State  Regulation  on  Municipal  Utilities. 

State  Regulation  of  Municipally  Owned  Plants,  by  C.  M.  Larson. 
Paper  Presented  Before  the  Annual  Meeting  of  the  IlHnois  Section  of 
the  American  Water  Works  Association,  Urbana,  Illinois.  March  10, 
1915.  22j  pages.  Journal  of  American  Water  Works  Association, 
September,  1915,  p.  515. 

Mr.  Larson,  who  is  Chief  Engineer  of  the  Railroad  Commission  of  Wisconsin, 
points  out  the  benefits  to  be  derived  from  regulation  of  utilities,  municipal  as  well 
as  private.  The  maintenance  of  proper  service  conditions  is  held  to  be  of  more 
importance  than  the  regulation  of  the  profits  of  a  utility  undertaking,  and  the 
experience  of  the  Commission  has  been  that  the  consumers  taking  service  from 
municipal  utilities  are  as  much  dependent  upon  state  regulation  for  the  main- 
tenance of  a  proper  standard  of  service  as  are  the  consumers  of  private  utilities. 
A  number  of  examples  are  given  of  the  Commission's  work  in  connection  with 
service  inspection  of  municipal  plants,  showing  the  improvements  secured  by  such 
regulation.  In  taking  care  of  the  rate-making  problems  of  the  municipal  utilities, 
the  Commission  has  rendered  service  which  would  otherwise  have  been  secured 
by  the  municipalities  only  by  the  hiring  of  experts.  Rates  should  be  prescribed 
which  are  not  discriminatory  between  the  different  classes  of  consumers  or  be- 
tween the  consumers  and  taxpayers,  and  this  requires  the  gathering  of  data  and 
the  employment  of  those  who  have  experience  in  rate  making.  In  the  keeping 
of  uniform  accounts,  municipal  plants  have  been  much  more  negligent  and  back- 
ward than  private  plants. 

It  is  stated  that  the  operators  of  municipal  plants  do  not  keep  themselves  in- 
formed in  the  utility  business  as  shown  by  the  small  number  of  representatives 
of  such  plants  enrolled  as  members  water  and  electric  associations.  The  short 
tenure  of  office  which  is  so  general  in  municipal  plants  is,  no  doubt,  largelj"^  respon- 
sible for  this  condition.     In  this  connection  the  writer  says: 

"One  of  the  very  disheartening  features  of  our  experience  in  trying  to  maintain 
high  standards  of  service,  especially  in  the  electrical  field  in  Wisconsin,  is  the 
distinct  deterioration  often  noticeable  at  once  upon  a  change  of  management. 
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After  years  of  patient  labor  building  up  a  municipal  plant  to  the  point  where 
conditions  are  satisfactory,  the  inspector  returns  after  a  few  months'  absence 
to  find  a  new  man  in  charge  who  is  entirely  ignorant  of  all  that  has  gone  before. 
A  large  part  of  the  work  has  to  be  done  over  again  in  the  same  painstaking 
manner.  The  effect  of  these  lapses  is  discouraging,  but  they  serve  to  empha- 
size most  emphatically  the  great  advantage  of  having  at  hand  means  of  placing 
the  service  again  on  its  high  plane,  and  are  sharp  reminders  of  what  might  be 
expected  of  the  future  of  the  service  if  no  such  authority  existed." 

830— Public  Ownership. 

Evils  of  Government  Ownership,  by  Jonathan  Bourne,  Jr.  Ad- 
dress Delivered  Before  the  Annual  Convention  of  the  American  Electric 
Railway  Association,  San  Francisco,  California,  October  6,  1915. 
4  pages.  Aera,  October,  1915,  p.  177.  Electric  Railway  Journal, 
October  9.  1915,  p.  707. 

The  writer,  former  United  States  Senator  from  Oregon,  expresses  himself  as 
strongly  opposed  to  public  ownership,  whether  municipal  or  national.     He  says: 

"My  opposition  is  based  not  so  much  upon  the  question  of  relative  cost  of 
operation  as  it  is  upon  the  effect  public  ownership  has  upon  the  government 
itself,  and  upon  the  enterprise  of  its  citizens. 

"Comparatively  speaking,  it  matters  little  if  cost  be  increased  and  efficiency 
reduced.  More  expense  and  less  convenience  are  ills  of  a  superficial  nature 
and  do  not  affect  the  larger  interests  of  the  people  in  a  vital  way.  But  the 
bad  effect  of  public  ownership  upon  the  government  itself,  whether  mimicipal, 
state  or  national,  is  of  more  than  temporary  concern  and  cannot  be  measured 
in  terms  of  dollars  and  cents.  The  evil  effect  of  public  owTiership  upon  the 
creative,  constructive  spirit  of  enterprise  among  the  most  active  and  capable 
of  our  people,  constitutes  a  menace  not  only  to  the  welfare  of  this  generation, 
but  to  the  progress  of  our  people  for  all  time  to  come." 

And  in  conclusion  he  points  out  that  government  ownership  necessitates  govern- 
ment regulation. 

"Failure  of  government  regulation  necessitates  the  failure  of  government 
ownership.  Success  of  government  regulation  eliminates  the  necessity  or 
desirability  of  government  ownership. 

"Because  public  ownership  inevitably  increases  the  political  power  of  the 
Executive,  tends  to  overthrow  popular  or  truly  representative  government, 
and  destroys  individual  initiative,  I  am  opposed  to  it  as  a  policy  in  either  local 
or  National  Government." 


GENERAL 

900— General. 

Supplemental  Power  for  Hydroelectric  Systems,  by  J.  F.  Vaughan. 
Paper  Presented  Before  the  313th  Meeting  of  the  A.  I.  E.  E.,  Philadel- 
phia, Pa.,  October  11,  1915.  11|  pages.  Proceedings  of  the  A.  I.  E.  E., 
October,  1915,  p.  2307. 

The  paper  discusses  the  steam  plant  as  used  in  connection  with  the  water  power 
systems  to  provide  standby  for  breakdown,  relay  for  low  water,  reserve  for  carry- 
ing peak  of  load,  and  base  load  capacity  when  the  water  power  becomes  supple- 
rnental  to  steam.  Diagrams  are  used  to  illustrate,  in  a  hypothetical  case,  the 
division  of  load  between  the  hydraulic  and  supplemental  sources  of  power.  Gen- 
eral data  obtained  from  a  number  of  New  England  water  power  systems  are  given 
showing  the  extent  to  which  water  power  is  supplemented  by  steam  and  the  meth- 
ods of  utilizing  supplemental  capacity. 
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900— General. 

The  First  Installment  of  Bare  Concentric  Wiring  in  America. 
Electrical  World.     2  pages.     October  9,  1915.     p.  796. 

A  description  is  given  of  the  noteworthy  features  of  three  houses  in  Boston  wired 
experimentally  on  the  initiative  of  the  Boston  Edison  Company  to  demonstrate 
the  possibilities  of  bare  concentric  wiring  as  adapted  to  American  conditions. 
It  is  stated  that,  with  improved  fittings  and  experience,  the  field  of  this  kind  of 
wiring  is  thought  to  be  assured. 

910 — Promotion  and  Growth  of  Business. 

The  Small  Customer  Question.  Editorial.  Electrical  Review  and 
Western  Electrician.     October  9,  1915.     p.  657. 

Comparatively  little  eflfort  has  been  made  in  this  country  to  secure  the  business 
of  the  very  small  customer  because  of  the  high  customer  costs  inherent  in  present- 
day  practice.  At  the  recent  convention  of  the  Northwest  Electric  Light  and 
Power  Association,  H.  E.  Eisenmenger,  who  has  made  a  careful  study  of  European 
practice,  presented  considerable  data  on  cheap>er  wiring,  flat  rates  and  a  feasible 
billing,  collecting  and  accounting  system  which  he  has  devised  to  enable  central 
stations  to  serve  customers  with  as  low  a  maximum  demand  as  50  watts  at  a  profit. 
The  system  for  reducing  the  cost  of  billing,  collecting  and  accounting  is  described 
in  this  aricle. 

980— Public  Relations. 

Municipal  Co-operation  in  Public  Utility  Management,  by  Philip 
J.  Kealy.  Paper  Presented  Before  the  314th  Meeting  of  the  A.I.E.E., 
St.  Louis,  Missouri,  October  19,  1915.  12  pages.  Proceedings  of 
A.  I.E.  E.,  October,  1915.    p.  2263. 

The  paper  discusses  the  relation  of  the  utility  and  the  mimicipality  which  it  serves. 
The  conditions  surrounding  the  early  franchise  grants  are  described  and  it  is 
X)ointed  out  that  present  conditions  require  favorable  franchise  provisions  in  order 
to  attract  the  necessary  capital  to  keep  pace  with  the  public  demands.  A  public 
utility  is  a  natural  monopoly  and  should  be  treated  as  such,  subject  to  proper 
regulation.  The  different  theories  under  which  regulation  and  municipal  co- 
operation have  been  exercised  are  outlined  and  a  number  of  important  fran- 
chises, granted  within  the  past  eight  or  nine  years,  are  used  to  illustrate  the  prac- 
tical application  and  possible  development  of  such  theories.  An  abstract  is  given 
of  the  street  railway  ordinance  of  Kansas  City,  adopted  in  July,  1914,  which  per- 
haps provides  for  municipal  co-operation  in  more  detail  than  any  other. 

980— Public  Relations. 

Public  Policy  in  Regard  to  the  Bare  Concentric  System.  Editorial. 
Electrical  Review  and  Western  Electrician.     October  9,   1915.     p.  651. 

While  recognizing  the  advantages  of  a  more  economical  means  of  providing  ser- 
vice, some  practical  considerations  are  suggested  which  should  be  taken  into 
accoimt  before  entering  upon  a  systematic  propaganda  for  the  concentric  system 
of  wiring.  It  is  pointed  out,  for  example,  that  the  public  has  been  taught  that 
wires  bearing  electric  current  are  a  source  of  danger.  This  wholesome  fear  of 
"live  wires"  saves  thousands  of  dollars  of  damage  claims,  yearly.  The  point 
in  connection  with  the  concentric  plan  is  that  the  public  cannot  be  expected  to 
discriminate  between  harmless  low-tension  circuits  and  those  contact  with  which 
is  deadly.  If  people  and  especially  children,  become  habituated  to  the  view  that 
bare  wires  which  light  their  house  lamps  are  harmless,  they  will  come  to  hold 
the  same  opinion  of  wires  on  the  street. 


Ws^ 


Vol.8 


October  21,  1915  No.  3 

IZZ3 


RATE 
RESEARCH 


<i_i> 


PUBLISHED  BY  THE 

RATE  RESEARCH  COMMITTEE 

OF  THE 

NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 

111  WEST  MONROE  STREET  -  -  -  CHICAGO 


M 


W^ 


3# 


^    mi 


NATIONAL  ELECTRIC  L.IGHT  ASSOCIATION 

E.  ^/V.  L.L.OYD President 

H.  JL.  WAGNER Vice-President 

W.  F.  WELLS Vice-President 

R.  H..  BA.LLARD Vice-President 

R.  S.  ORK Vice-President 

T.  COMMERFORD  MARTIN      .      .      .         Secretary 

S.  A.  SEWALL      ....  ASS'T  TO  THE   SECRETARY 

W^.  H.  ATKINS Treasurer 

H.  BILLINGS    .  ASS'T  SECRETARY  AND  TREASURER 

EVERETT  W^.  BURDETT        .      .   General  COUNSEL 
GEO.  W^.  ELLIOTT      .    MASTER  or  Transportation 

EXECUTIVE    COMMITTEE 

E.  "W.  LLOYD 
fl.  C.  ABELL  J,  E.  DAVIDSON  R.  S.  ORR  HOLTON  H.  SCOTT 

'A^.  H.ATKINS  W.  C.  L.EGLIN  R.  F.  PACK  PAUL   SPENCER 

R.H.BALLARD      A.C.EINSTEIN  "W.  N.  RYERSON      H.A.WAGNER 

H.  G.  BRADLEE      WALTER  NEUMULLER 

RATE    RESEARCH    COMMITTEE 
ALEX  DOW,  Chairman 
DOUGLASS  BURNETT    W^.  H.  JOHNSON           W.  S.  ROBERTSON 
L.  H.  CONKLIN                       P.  JUNKERSFELD     JOHN  H.  ROEMER 
C.  G.  DAT                                   J.  W.  LIEB                         N.  T.  WILCOX 
R.  S.  HALE                                W.  J.  NORTON                W:.  H.  W^INSLOW 
STACY  HAMILTON       

Rate  Research 

WnuAM  J.  NoBTON,  Editor  Stella  Ford  Walker,  Associate  Editor 

111  West  Monroe  Street    -    Chicago 

Issued  Every  THURSDAY  by  the  RATE  RESEARCH  COMMIHEE 

TERMS  OF  SUBSCRIPTION: 

Three  Copies,  $25.00  a  Year;  Payable  in  Advance 
Additional  Copies,  $8.00  a  year  each;  Payable  in  Advance 
Single  Copy,  $10.00  a  Year;  Payable  in  Advance 

Make  Checks  and  Drafts  Payable  to  Secretary,  National  Electric  Light 
Association,  and  Mail  Direct  to  29  West  39th  Street,  New  York  City. 

COPTRIQHT,  1915,  BT  NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 


CONTENTS 

Page 

Periodicals  Reviewed  by  Rate  Research 35 

COMMISSION  DECISIONS 38 

Massachusetts 38 

California 42 

Idaho 44 

REFERENCES 46 

Investment  and  Return 46 

Public  Service  Regulation 47 

Municipalities 48 

General 48 


(34) 


Rate  Research 

Vol.  8  Chicago,  October  21,  1915  No.  3 


For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


PERIODICALS 

REVIEWED  BY  RATE  RESEARCH 

Subscribers  will,  no  doubt,  be  interested  in  knowing  just  what  field  is 
covered  by  Rate  Research  in  addition  to  the  decisions  and  reports  of 
public  utility  commissions.  The  following  is  a  list  of  the  publications 
which  are  regularly  reviewed  for  Rate  Research.  All  important  rate 
and  rate  regulation  material  appearing  in  these  publications  is  abstracted 
under  the  Rate  Research  classification.  From  now  on,  when  reference 
is  made  to  a  periodical  not  regularly  reviewed,  or  when  any  new 
subscription  is  added  it  will  be  noted  in  Rate  Research  and  the  pub- 
lisher's name  and  address  and  the  subscription  price  will  be  given  as 
in  this  list. 

COURT  REPORTERS. 

NATIONAL  REPORTER  SYSTEM,  pubUshed  by  the  West  Publish- 
ing Company,  St.  Paul,  Minnesota. 

UNITED  STATES  SUPREME  COURT  REPORTER,  published 
semi-monthly  during  the  Session  of  the  Court.     $2.00  per  year. 

FEDERAL  REPORTER,  published  weekly.     $10.00  per  year. 

ATLANTIC  REPORTER,  pubUshed  weekly.     $5.00  per  year. 

NORTHEASTERN   REPORTER,    published   weekly.     $5.00  per 
year. 

NORTHWESTERN  REPORTER,  pubUshed  weekly.     $5.00  per 
year. 

SOUTHEASTERN    REPORTER,    pubUshed    weekly.     $5.00   per 
year. 

SOUTHWESTERN   REPORTER,   pubUshed  weekly.     $5.00  per 
year. 

PACIFIC  REPORTER,  pubUshed  weekly.     $5.00  per  year. 

SOUTHERN  REPORTER,  published  weekly.     $5.00  per  year. 

NEW  YORK   SUPPLEMENT   REPORTER,   published  weekly. 
$5.00  per  year. 

EDrroRiAL  Note. — All  indented  matter  is  direct  quotation. 
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ASSOCIATION  PUBLICATIONS. 

N.  E.  L.  A.  BULLETIN,  published  monthly  (except  August),  by  the 
National  Electric  Light  Association,  29  W.  39th  St.,  New  York.  .  $3.00 
per  year. 

OHIO  ELECTRIC  LIGHT  ASSOCIATION  MONTHLY,  published 
by  the  Ohio  Electric  Light  Association,  112  W.  4th  St.,  Greenville,  Ohio. 
$1.00  per  year. 

SOUTHWESTERN  ELECTRICIAN,  Official  Organ  of  the  South- 
western Electrical  and  Gas  Association,  published  monthly  by  the 
Southwest  Publishing  Company,  Southwest  Bldg.,  Houston,  Texas. 
$1.00  per  year. 

PROCEEDINGS  OF  THE  AMERICAN  INSTITUTE  OF  ELEC- 
TRICAL ENGINEERS,  published  monthly  by  the  A.  I.  E.  E.,  33  W. 
39th  St.,  New  York.     $10.00  per  year. 

AERA,  published  monthly  by  the  American  Electric  Railway  Asso- 
ciation, 8  W.  40th  St.,  New  York.     $2.00  per  year. 

AMERICAN  GAS  INSTITUTE  ABSTRACTS,  published  bi-monthly 
by  the  American  Gas  Institute,  29  W.  39th  St.,  New  York.  $5.00  per 
year. 

GAS  INSTITUTE  NEWS,  published  monthly  by  the  American  Gas 
Institute,  29  W.  30th  St.,  New  York.     $2.00  per  year. 

JOURNAL   OF   THE   WESTERN   SOCIETY   OF   ENGINEERS, 

published  monthly,  excepting  July  and  August,  by  the  Western  Society 
of  Engineers,  1735  Monadnock  Block,  Chicago.     $3.00  per  year. 

PROCEEDINGS  OF  THE  AMERICAN  SOCIETY  OF  CIVIL 
ENGINEERS,  published  monthly  by  the  House  of  the  Society,  220 
W.  57th  St.,  New  York.     $8.00  per  year. 

THE  JOURNAL  OF  THE  AMERICAN  SOCIETY  OF  MECHAN- 
ICAL ENGINEERS,  published  monthly  by  the  American  Society  of 
Mechanical  Engineers,  29  W.  39th  St.,  New  York.     $3.00  per  year. 

NATIONAL  MUNICIPAL  REVIEW,  pubUshed  quarterly  by  the 
National  Municipal  League,  Railroad  Square,  Concord,  N.  H.  $5.00 
per  year. 

THE  ANNALS  OF  THE  AMERICAN  ACADEMY  OF  POLITICAL 
AND  SOCIAL  SCIENCE,  published  bi-monthly  by  the  American 
Academy  of  Political  and  Social  Science,  2419-21  Greenmount  Ave., 
Baltimore,  Maryland. 

AMERICAN  ECONOMIC  REVIEW,  published  quarterly  by  the 
American  Economic  Association,  Ithaca,  New  York.     $1.25  per  year. 

THE  NATIONAL  ECONOMIC  LEAGUE  QUARTERLY,  published 
quarterly  by  the  National  Economic  League,  6  Beacon  St.,  Boston, 
Mass.     $2.00  per  year. 

JOURNAL  OF  POLITICAL  ECONOMY,  pubUshed  monthly  by  the 
University  of  Chicago  in  co-operation  with  the  Western  Economic 
Society,  Chicago.     $2.00  per  year. 
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OTHER  PERIODICALS. 

ELECTRICAL  REVIEW  AND  WESTERN  ELECTRICIAN,  pub- 
lished weekly  by  the  Electrical  Re^^ew  Publishing  Company,  Inc., 
608  S.  Dearborn  St.,  Chicago.     $3.00  per  year. 

ELECTRICAL  WORLD,  published  weekly  by  the  McGraw  Publish- 
ing Company,  Inc.,  239  W.  39th  St.,  New  York.     $3.00  per  year. 

JOURNAL  OF  ELECTRICITY,  POWER  AND  GAS,  pubhshed 
weekly  by  the  Technical  Publishing  Company,  Crossley  Bldg.,  San 
Francisco,  Cahfornia.     $2.50  per  year. 

GAS  AGE,  published  semi-monthly  by  the  Progressive  Age  Publishing 
Company,  52  Vanderbilt  Ave.,  New  York.     $3.00  per  year. 

ELECTRIC  RAILWAY  JOURNAL,  pubhshed  weekly  by  the  McGraw 
Publishing  Company  Inc.,  239  W.  39th  St.,  New  York.  $3.00  per  year. 

PUBLIC  SERVICE,  published  monthly  by  H.  J.  Gonden,  122  S. 
Michigan  Ave.,  Chicago.     $2.00  per  year. 

ELECTRICAL  NEWS,  published  semi-monthly  by  Hugh  C.  Mac- 
Lean,  Limited,  347  Adelaide  St.,  West,  Toronto,  Canada.  $2.50  per 
year. 

POWER,  published  weekly  by  the  Hill  Publishing  Company,  10th 
Ave.  at  36th  St.,  New  York.     $2.00  per  year. 

LIGHTING  JOURNAL,  published  monthly  by  the  Light  Journal 
Company,  241  W.  37th  St.,  New  York.     $1.00  per  year. 

ELECTRICAL  AGE,  formerly  Electrical  Engineering,  pubhshed 
monthly  by  the  Technical  Journal  Co.,  Inc.,  1642  Woolworth  Bldg., 
New  York.     $1.00  per  year. 

ELECTRICAL  RECORD,  published  monthly  by  the  Gage  Publishing 
Company,  Inc.,  114  Liberty  St.,  New  York.     $2.00  per  year. 

FEDERAL  TRADE  REPORTER,  formerly  Public  Service  Regulation, 
pubhshed  semi-monthly  by  the  Federal  Trade  Service  Corporation, 
418  S.  Market  St.,  Chicago.     $3.00  per  year. 

ENGINEERING  AND  CONTRACTING,  published  weekly  by  the 
Myron  C.  Clark  Publishing  Company,  608  S.  Dearborn  St.,  Chicago. 
$2.00  per  year. 

ENGINEERING  NEWS,  published  weekly  by  the  Hill  Publishing 
Company,  10th  Ave.  at  36th  St.,  New  York.     $5.00  per  year. 

NATIONAL  ENGINEER,  published  monthly  by  the  National  Asso- 
ciation of  Stationary  Engineers,  417  S.  Dearborn  St.,  Chicago.  $1.00 
per  year. 

COMMERCE  REPORTS,  published  daily  by  the  Bureau  of  Foreign 
and  Domestic  Commerce,  Department  of  Commerce,  Washington, 
D.  C.     $2.50  per  year. 

THE  ECONOMIST,  published  weekly  by  the  Economist  Publishing 
Company,  108  S.  La  Salle  St.,  Chicago.     $5.00  per  year. 
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THE  NATION'S  BUSINESS,  published  monthly  by  the  Chamber  of 
Commerce  of  the  United  States  of  America,  Riggs  Bldg.,  Washington, 
D.  C.     $1.00  per  year. 

THE  AMERICAN  HISTORICAL  REVIEW,  published  quarterly 
by  the  Macmillan  Company,  41  N.  Queen  St.,  Lancaster,  Pennsylvania. 
Non-members  $4.00  per  year. 

WEBER'S  WEEKLY,  published  weekly  (except  three  weeks  in  August), 
by  Geo.  W.  Weber,  908  Eastwood  Ave.,  Chicago.     $2.50  per  year. 

SPECIAL  LIBRARIES,  pubHshed  monthly  (except  July  and  August), 
by  the  Special  Libraries  Association,  93  Broad  St.,  Boston,  Massa- 
chusetts.    $2.00  per  year. 

CONCERNING  MUNICIPAL  OWNERSHIP,  published  monthly 
by  the  Municipal  Ownership  Publishing  Company,  17  East  38th  St., 
New  York.     $1.00  per  year. 

ISOLATED  PLANT,  published  monthly  by  the  Isolated  Plant  Pub- 
lishing Company,  2  West  35th  St.,  New  York.     $1.00  per  year. 

PUBLIC  SERVICE  RECORD,  published  monthly  by  the  Public 
Service  Commission  for  the  First  District  of  New  York  State,  154 
Nassau  Street,  New  York.     $0.50  per  year. 

UTILITIES  MAGAZINE,  published  by  the  Utilities  Bureau,  216 
City  Hall,  Philadelphia,  Pennsylvania.     $1.00  per  copy. 

GENERAL  ELECTRIC  REVIEW,  published  monthly  by  the  General 
Electric  Company's  Publication  Bureau,  Schenectady,  New  York. 
$2.00  per  year. 

STONE  AND  WEBSTER  PUBLIC  SERVICE  JOURNAL,  published 
monthly  by  Stone  and  Webster,  Stone  and  Webster  Bldg.,  Boston, 
Massachusetts.     $1.00  per  year. 

THE  DOHERTY  NEWS,  pubUshed  monthly  by  the  Doherty  Pub- 
lishing Corporation,  60  Wall  St.,  New  York.     $1.00  per  year. 

COMPANY  PUBLICATIONS.  Rate  Research  is  on  the  mailing 
list  for  most  of  the  company  publications,  and  any  information  of 
general  interest  appearing  in  such  publications  is  reported. 


COMMISSION  DECISIONS 

MASSACHUSETTS. 

300 — Investment  and  Return. 

Blue  Hill  Street  Railway  Company,  Application  for  Authority  to 
Increase  Rates  of  Fare.  Decision  of  the  Massachusetts  Public 
Service  Commission,  Fixing  Rates,  July  31,  1915.  Public  Utilities 
Reports,  1915  E,  p.  370. 

The  Commission  made  an  investigation  to  determine  the  reasonable- 
ness of  proposed  increases  in  rates  of  fare. 
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311— Basis  of  Valuation. 

In  considering  the  record  of  investment  submitted  by  the  company, 

the  Commission  says: 

''In  the  Middlesex  &  Boston  Rate  Case,  2  Mass.  P.  S.  C.  R.  pp. 
105  et  seq.  (1914)  the  Commission,  after  a  thorough  discussion  of 
the  principles  involved,  laid  down  the  following  rule: 
"  'Accordingly,  we  rule  that  under  Massachusetts  law  capital  hon- 
estly and  prudently  invested  must,  under  normal  conditions,  be  taken 
as  the  controlling  factor  in  fixing  the  basis  for  computing  fair  and 
reasonable  rates;  that  if  there  is  mismanagement  causing  loss,  such 
loss  must  be  charged  against  the  stockholders  legally  responsible 
for  the   mismanagement;   that   reproduction   cost,    either  with   or 
without  depreciation,  while  it  may  be  considered,  is  not,  under  our 
law,  to  be  taken  as  the  determining  basis  for  reckoning  rates.'  (pp. 
Ill,  112.)" 
331.1— Amount  of  Investment — For  Rate  Making  Purposes. 
The  Commission  asks  to  what  extent  has  capital  been  "honestly  and 
prudently  invested"  in  the  Blue  Hill  Street  Railway  Company.     The 
record  shows  that  all  of  the  stock  and  bonds  were  issued  under  the 
supervision  and  with  the  approval  of  the  Board  of  Railroad  Com- 
missioners. 

"The  statutes  under  which  these  stocks  and  bonds  were  issued 
(Stat.  1894,  chap.  462;  Stat.  1902,  chap.  370;  Rev.  Laws,  chap.  109, 
Sec.  24)  made  it  necessary  for  the  Board  of  Railroad  Commissioners 
to  find  that  the  issues  were  'reasonably  requisite'  or  'reasonably 
necessary'  for  lawful  corporate  purposes,  before  it  could  give  its 
approval.  In  like  manner,  the  statutes  under  which  the  property 
and  franchises  of  the  Milton  Street  Railway  Company  were  pur- 
chased (Rev.  Laws,  chap.  112,  Sec.  86,  and  chap.  Ill,  Sec.  278) 
made  it  impossible  for  the  purchase  to  take  effect  until  its  terms  had 
been  approved  by  the  Board.  The  approval  of  these  issues  by  the 
Board,  coupled  with  its  approval  of  the  terms  of  the  Milton  pur- 
chase, must  therefore  be  regarded  as  conclusive  evidence,  so  far  as 
the  commonwealth  and  this  Commission  are  concerned,  that  the 
stocks  and  bonds  so  issued  represented  legitimate  investment,  not 
excessive  for  the  purpose,  and  as  strong  presumptive  evidence  that 
the  investment  was  'prudently'  made  within  the  meaning  of  the  rule 
laid  down  in  the  Middlesex  &  Boston  Rate  Case. 
"It  does  not  follow  necessarily  that  the  company  is  fairly  entitled 
to  earnings  which  will  enable  it  to  pay  dividends  upon  its  stock,  or, 
indeed,  interest  upon  its  bonds.  The  commonwealth  has  not 
guaranteed  these  securities,  nor  undertaken  to  protect  stockholders 
or  creditors  against  the  consequences  of  mismanagement.  If  the 
company  has  wastefully  or  imprudently  expended  corporate  funds 
obtained  from  other  sources  or  has  in  any  other  way  been  improperly 
managed,  and  if  such  mismanagement  is  the  cause  of  a  failure  to 
earn  dividends  or  interest,  the  company  is  the  author  of  its  own 
misfortunes,  and  the  public  cannot  justly  be  taxed  through  the 
payment  of  higher  fares  to  relieve  its  embarrassment. 
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"This  must  particularly  be  borne  in  mind  in  the  consideration  of 
floating  indebtedness.  Street  railway  companies  under  our  laws 
(See  Stat.  1906,  chap.  463,  pt.  3,  Sec.  107)  are  prohibited  from 
issuing  'stock  and  bonds,  coupon  notes,  or  other  e\'idences  of  in- 
debtedness payable  at  periods  of  more  than  twelve  months  after  the 
date  thereof  without  the  consent  and  approval  of  the  Public  Service 
Commission  (formerly  the  Board  of  Railroad  Commissioners). 
There  is  no  such  prohibition,  however,  in  the  case  of  evidence,  of 
indebtedness  payable  at  periods  of  twelve  months  or  less  after  the 
date  thereof.  It  was  doubtless  assumed,  when  the  'antistock 
watering'  laws  were  enacted,  that  the  danger  inherent  in  liabilities 
of  this  kind  would  in  itself  sufficiently  limit  the  incurring  of  debt  so 
evidenced;  but  such  has  not  proved  to  be  the  case.  'Notes  payable' 
are  usually  a  large  and  important  item  in  the  balance  sheets  of 
Massachusetts  railroad  and  street  railway  companies,  sometimes 
exceeding  the  funded  debt  in  volume. 

"It  appears  that  the  Blue  Hill  company  on  May  31,  1915,  had 
'loans  and  notes  payable'  and  'accounts  payable'  amounting  in  all 
to  $160,601.84  (equal  to  64.2  per  cent  of  the  outstanding  funded 
debt),  and  that  it  paid  out  $8,313.75  in  interest  on  such  indebtedness 
during  the  year  ended  on  that  date.  Incurred,  as  it  is,  at  the  will  of 
the  company  and  without  public  regulation,  the  existence  of  a  large 
indebtedness  of  this  nature,  apart  from  other  considerations,  makes  it 
essential  in  a  case  like  this,  where  an  increased  tax  upon  the  public  is 
proposed,  to  scrutinize  the  capital  expenditures  with  great  care,  even 
though  all  the  outstanding  bonds  and  stock  have  been  issued  under 
public  supervision,"    .     .     . 

331.4— Original  Book  CJost. 

In  checking  over  capital  expenditures,  the  decision  says: 

"The  road  was  constructed  by  Stone  &  Webster  upon  a  percentage 
basis.  It  appears  that  the  firm  received  10  per  cent  on  construction 
work  in  general,  that  the  rate  of  the  trestle  over  the  New  Haven 
railroad  tracks  at  Stoughton  was  7|  per  cent,  and  that  the  rate  on 
cars  and  electrical  equipment  was  5  per  cent.  No  percentage  was 
charged  on  organization  expenses,  interest  during  construction,  or 
real  estate. 

"The  attitude  of  the  Commission  towards  construction  contracts  of 
this  nature  was  stated  in  the  Hampden  Railroad  Case  as  follows 
(see  1  Mass.  P.  S.  C.  R.  p.  210  (1913) )  :— 

"  'It  is  true  that  the  practice  of  selecting  a  favored  contractor, 
usually  upon  the  basis  of  allowing  him  a  specific  profit  upon  the 
actual  cost  of  the  work,  is  not  uncommon  upon  other  railroads  and 
street  railways,  both  in  this  state  and  in  other  parts  of  the  country. 
An  arrangement  of  this  kind  may  be  justified  in  the  case  of  a  rush  job, 
or  where  there  are  special  conditions  which  make  it  impracticable 
for  a  contractor  to  make  an  intelligent  estimate  in  advance  of  what 
the  work  will  be  likely  to  cost.  Except  under  such  conditions,  and 
there  has  been  no  claim  that  they  existed  in  this  particular  case, 
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the  selection  of  a  contractor  without  competition  is  apt  to  cause  a 
suspicion  of  favoritism,  and  to  promote  wasteful  methods  of  con- 
struction. The  Commission  is  not  disposed  to  view  that  practice 
with  favor,  either  in  this  case  or  in  any  other  that  may  hereafter 
come  before  us.' 

"While  it  is  entirely  possible  to  carry  on  construction  work  econom- 
ically under  a  percentage  contract,  the  tendency  is  otherwise.  The 
fact  that  in  this  case  the  work  was  done  under  such  an  arrangement 
is,  therefore,  an  additional  reason  for  close  scrutiny  of  the  reported 
costs."     .     .     . 

314.3 — Bond  Discounts. 

"The  return  for  the  year  ending  June  30,  1914,  shows  the  following 
item  among  the  assets:  'Interest  accrued  during  construction — 
$13,750.'  Investigation  shows  that  this  item,  which  has  appeared 
in  the  returns  since  1904,  is  not  interest  at  all,  but  really  'discount  on 
bonds.'  Discount  on  bonds  indicates  a  deficit  of  property,  in 
comparison  with  liabilities,  and  should  be  amortized  out  of  earnings 
during  the  life  of  the  bonds;  interest  accrued  during  construction  is  a 
part  of  the  necessary  cost  of  the  property  and  a  proper  subject  of 
permanent  capitalization.  Returns  which  confuse  the  two  things  fail 
accurately  to  reflect  the  facts." 

312.8 — Discarded  Property. 

A  fire  destroyed  property  of  the  company  which  was  not  entirely 
covered  by  insurance  and  salvage. 

"Under  proper  accounting  methods,  the  property  destroyed  and  sold 
should  have  been  written  off  on  the  books,  'cash'  charged  with  the 
amounts  received,  and  'profit  and  loss'  charged  with  the  balance. 
As  the  amount  received  was  expended,  'cash'  should  have  been 
credited,  all  additions  and  improvements  charged  to  the  property 
accounts  affected,  and  the  balance  (representing  reconstruction) 
charged  to  a  suspense  account  to  be  gradually  liquidated  from 
earnings.  Instead,  the  accounts  were  allowed  to  stand  without  any 
change  at  all. 

"In  justification  of  this  procedure,  the  company  contends  in  sub- 
stance, that  the  fire  made  it  possible  to  substitute  single  truck  for 
double  truck  cars;  that  the  substituted  cars,  while  cheaper,  are  better 
adapted  to  the  needs  of  the  road;  that  they  are  equally  capable  of 
handling  the  traffic  and  more  economical  in  operation;  that  the 
reconstruction  was  necessary  to  adapt  the  track  to  the  new  type  of 
cars,  and  would  otherwise  have  been  unnecessary  at  the  time;  and 
that  the  total  effect  of  the  fire  and  of  the  substitution  has  been  a 
benefit  rather  than  an  injury.  It  can  hardy  be  conceded  that  single 
truck  cars  serve  the  public  as  well  as  the  double  truck  type  but  even 
if  the  contention  of  the  company  in  the  main  is  correct,  it  furnishes 
no  excuse  for  the  failure  to  make  a  proper  adjustment  of  accounts. 
Accounts  of  public  service  corporations  must  follow  uniform  and 
consistent  principles,  or  they  lose  their  value.     The  balance  sheet  of 
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a  Massachusetts  street  railway  company,  properly  made  up,  should 
show  the  actual  cost  of  its  existing  property,  but  in  this  case  it  shows 
the  cost,  not  of  existing  property,  but  of  property  which  has  dis- 
appeared. The  accounts  therefore,  fail  to  reflect  the  facts  and  have 
been  incorrectly  kept." 

(The  discussion  of  accrued  depreciation  as  given  in  this  division  will  be  abstracted 
in  next  week's  issue  of  Rate  Research.) 


CALIFORNIA 

110 — Establishment. 

California  Southern  Railroad  Compajjy,  Application  for  Authority 
to  Issue  Securities.  Decision  of  the  California  Railroad  Commission 
Granting  the  Application  Conditionally.     September  4,  1915. 

The  issue  of  stocks  and  bonds  sought  to  be  approved  is  for  the  pur- 
pose of  pro\dding  funds  for  the  construction  of  a  railroad  to  serve  Palo 
Verde  Valley.  The  Commission  estimates  that  the  enterprise  can  be 
financed  for  a  sum  not  to  exceed  $750,000  aside  from  the  reward  for 
promotion  services. 

314. 1— Promotion. 

The  applicant  seeks  to  issue  1,000  shares  of  stock  at  the  par  value  of 
$100.00  per  share  to  J.  M.  Neeland  and  associates  for  promotion  services. 
The  Commission  says : 

"I  believe  this  project  must  be  considered  on  its  particular  merits, 
as  it  does  not  come  under  the  ordinary  category  of  public  utility 
enterprises.  Here  is  an  endeavor  to  construct  a  railroad  for  a  dis- 
tance of  forty-three  miles  into  an  undeveloped  territory  described 
largely  as  desert  country,  now  very  sparsely  settled.  It  is  a  territory 
that  does  not  yield  gently  to  the  hand  of  man,  but  requires  pioneering, 
exploring  and  development  with  unusual  hazards  and  risks.  There 
must,  therefore,  be  the  lure  of  unusual  profits.  I  feel  slso  that  it 
is  proper  to  take  into  consideration  the  benefit  to  the  community 
of  this  State  as  a  whdle  which  will  accrue  through  the  construction 
of  this  railroad.  It  is  trite  to  say  that  California  is  a  land  of  vast 
possibilities  awaiting  development.  Here  is  an  extreme  case  in 
point,  where  men  have  banded  together  to  open  up  a  whole  section 
of  this  State — a  principality  in  itself,  long  isolated  and  forbidding 
in  its  inaccessibility,  difficulties  and  hazards. 

"I  recommend  that  Mr.  Neeland  and  his  associates  be  allowed 
$75,000.00  par  value  of  this  stock,  and  this  stock  should  be  issued 
when  the  projectors  have  brought  their  enterprise  to  a  successful 
conclusion  by  the  completion  of  their  track  for  the  entire  distance 
contemplated."     . 

314.3 — Bond  Discounts. 

"I  am  greatly  impressed  by  the  possibilities  of  the  Palo  Verde  Valley 
and  I  believe  that  the  enterprise  herein  under  consideration  should 
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be  given  every  encouragement  by  the  State  consistent  with  the  obli- 
gations of  the  State  to  its  citizens  generally. 

"It  will  obviously  not  be  advisable  at  this  time  in  this  proceeding  to 
fix  a  minimum  price  at  which  the  stock  and  bonds  may  be  sold.  It 
has  been  the  belief  of  the  Commission  that  discounts  should  not 
exceed  20  per  cent.  Until  the  final  form  of  contract  has  been  deter- 
mined, it  will  not  be  possible  to  pass  upon  this  feature  of  the  applica- 
tion, but  the  attention  of  the  apphcant  is  directed  to  the  desirability 
of  limiting  discounts  to  the  amount  herein  stated.  This  may  be 
accomplished  by  an  increase  in  the  interest  rate  on  the  bonds  or  by 
other  adjustments  which  will  accomplish  the  same  purpose. 

"Public  interest  requires,  however,  that  this  enterprise  be  not  only 
well  built,  but  that  it  be  constructed  at  no  greater  cost  than  is 
actually  necessary  to  the  undertaking  and  for  a  substantial  reward 
to  the  proponents  for  a  successful  endeavor.  It  will  be  wise,  and 
the  applicant  has  already  recognized  this  fact,  to  make  provision 
for  a  suspension  of  interest  during  the  first  two  or  three  years  after 
the  road  has  been  completed.  It  appears  also  that  there  is  a  cer- 
tainty to  some  extent,  and  a  likelihood  to  a  greater  extent,  that 
bonuses  may  be  paid  to  this  company  by  settlers  and  land  com- 
panies now  in  the  Palo  Verde  Valley  and  by  others  who  will  profit 
therefrom  through  their  holdings  adjacent  to  the  proposed  route." 

312.7 — Donated  Property. 

"In  its  original  estimate,  the  applicant  had  figured  a  cost  of  $50,000.00 
for  its  right  of  way.  At  the  hearing  upon  this  apphcation,  the 
Commissioner  suggested  that  this  right  of  way  should  be  donated 
by  those  who  benefit  through  the  construction  of  the  line  and  sug- 
gested that  if  necessary  such  donation  should  be  made  a  prerequisite 
to  an  authorization  for  the  issue  of  stock  and  bonds  herein  applied 
for.  The  applicant  expressed  the  view  that  it  would  be  possible 
in  consideration  of  the  Commissioner's  expression  to  obtain  this 
right  of  way  without  cost.  I  believe  it  proper  that  all  such  savings 
as  can  be  made  should  be  made  not  only  for  the  benefit  of  this  rail- 
way, but  also  for  the  people  and  public  generally  whom  it  will  serve. 
It  is  only  proper,  therefore,  that  such  bonuses  as  may  be  payable 
in  any  way  in  connection  with  the  construction  of  this  railway  should 
be  for  the  benefit  of  the  railroad  company.  It  is  manifestly  only 
proper  that  these  bonuses  should  accrue  to  the  railway  and  should 
be  used  either  to  assist  in  defraying  the  cost  of  construction  or  in 
meeting  the  interest  payments  on  the  bonds  during  the  first  years  of 
operation.  If  the  arrangement  now  contemplated  has  anticipated 
another  use  of  the  bonus  moneys,  the  matter  may  be  placed  before 
the  Commission  and  given  consideration  in  connection  with  a  proper 
promotion  allowance  that  should  be  made." 

The  preUminary  order  pro\'ides  that  a  statement  of  all  bonus  payments 
heretofore  made,  or  hereafter  to  be  made  in  any  way  in  connection  with 
this  enterprise,  be  filed  with  the  Commission. 
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Further  information  as  specified  in  the  order  is  to  be  filed  before  the 
final  order  is  issued. 

IDAHO 

132 — Protection  from  Competition. 

Swan  Creek  Electric  Company.  Application  for  Certificate  of 
Convenience  and  Necessity.  Decision  of  the  Idaho  Public  Utilities 
Commission,  Granting  the  Application.     September  25,  1915. 

The  Swan  Creek  Electric  Company  applied  to  the  Commission  for 
permission  to  furnish  electric  service  in  the  town  of  St.  Charles.  The 
Utah  Power  and  Light  Company,  which  now  occupies  the  field  sought 
to  be  entered  by  the  applicant,  was  heard  as  an  objector  in  the  case. 

The  Commission  in  a  former  decision,  rendered  December  15,  1913  (4 
Rate  Research  232),  granted  the  company  authority  to  enter  adjoining 
territory,  but  denied  authority  to  enter  as  a  competitor  of  the  Utah 
Company.  In  this  decision,  the  Commission,  as  then  constituted,  held 
that  public  convenience  and  necessity  did  not  require  two  companies 
and  the  duplication  of  facilities,  although  it  was  admitted  that  the 
service  of  the  established  company  was  inadequate  and  unsatisfactory. 
The  territory  affords  a  meagre  income  to  one  company  and  the  entrance 
of  a  second  company  means  loss  to  one  or  both  companies. 

The  Commission,  however,  in  the  present  case,  grants  the  application, 
discussing  the  situation  as  follows: 

"This  Commission  has  heretofore  adopted  the  California  rule, 
holding  that  'only  until  the  time  of  threatened  competition  shall 
the  existing  utility  be  allowed  to  put  itself  in  a  position  with  reference 
to  its  patrons,  that  this  Commission  may  find  that  such  patrons  are 
adequately  served  at  reasonable  rates.'  (In  re  Idaho  Power  and 
Light  Company,  Case  No.  F-40,  Order  No.  194,  P.  U.  R.  1915  A,  2.) 
[6  Rate  Research  291.  i  We  find  that  the  securing  of  a  franchise 
from  the  county  commissioners  of  Bear  Lake  County,  by  petitioner 
in  June,  1913,  by  which  it  was  authorized  to  erect  poles  and  wires, 
and  convey  electrical  current  from  the  southern  boundary  line  of 
Bear  Lake  County,  along  the  road  to  Paris,  was  an  act  threatening 
competition  of  which  the  existing  utility  had  notice,  and  that  the 
Bear  Lake  Power  and  Light  Company  was  not  giving  adequate 
service  to  its  patrons  in  St.  Charles  at  that  time.  In  the  case  last 
cited,  this  Commission  announced  its  acceptance  of  the  principle  of 
law  that  'when  we  adopt  the  law  of  another  state,  we'also  adopt  its 
interpretation  of  such  law.'  Section  48  (b)  of  our  Public  Utilities 
Act,  among  other  things,  provides:  'That  when  the  Commission 
shall  find,  after  hearing,  that  a  public  utility  has  heretofore  begun 
actual  construction  work,  and  is  prosecuting  such  work  in  good 
faith,  uninterruptedly  and  with  reasonable  diligence  in  proportion 
to  the  magnitude  of  the  undertaking,  under  any  franchise  or  permit 
heretofore  granted  but  not  heretofore  actually  exercised,  such  public 
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utility  may  proceed  to  the  completion  of  such  work,  and  may,  after 
such  completion,  exercise  such  right  or  privilege.'  Our  Public 
Utilities  Act  was  taken  almost  literally  from  the  California  Law,  and 
the  foregoing  provision  is  identical  with  the  California  statute. 
The  California  Commission,  in  the  case  of  Pacific  Gas  and  Electric 
Company  v.  Great  Western  Power  Company,  1  Cal.  R.  C.  R.  203, 
decided  July  18,  1912,  this  being  prior  to  the  enactment  of  our  Public 
Utilities  Law,  said:  'At  the  time  of  the  passage  of  the  Public 
Utilities  Act,  various  enterprises  were  in  the  process  of  construction, 
and  steps  had  been  taken  toward  entering  the  field,  which  might 
not  have  been  taken  had  the  Public  Utilities  Act  been  in  effect. 
We  might  very  well  lay  down  a  different  rule  for  a  new  utility  that 
now  decides  to  begin  operations  and  has  not  invested  large  sums  of 
money  on  the  faith  of  its  right  to  do  business  in  a  competitive  field.' 
We  find  that  the  petitioner  embarked  in  this  enterprise  in  entire 
good  faith  with  the  intention  of  occupying  the  territory  which  it 
now  seeks  the  privilege  of  serving;  that  the  investors  in  the  enter- 
prise imderstood  that  the  field  was  not  large  enough  to  justify  the 
investment  unless  they  should  extend  into  the  territor>^  they  now 
seek  to  enter;  that  the  enterprise  was  primarily  undertaken  for  the 
purpose  of  developing  the  communities  of  the  various  stockholders, 
and  of  ser\ing  the  people  who  otherwise  had  no  service,  or  whose 
service  was  inadequate  and  unsatisfactory;  and  that  it  had  expended 
the  sum  of  $3,000  in  this  enterprise  before  the  enactment  of  the  Public 
Utilities  Law. 

"We  have  no  desire  to  impair  in  any  way,  the  investment  of  the  exist- 
ing utility,  but  it  is  a  matter  of  the  existence  of  the  petitioner  com- 
pany, as  the  evidence  shows  clearly  that  unless  petitioner  is  permit- 
ted to  make  its  proposed  extensions,  it  must  cease  operations, 
and  this  will  deprive  Fish  Haven,  Laketown  and  Garden  City  of 
the  service  they  now  enjoy,  and  which  the  testimony  shows  they  are 
using  very  extensively.  If  the  granting  of  the  certificate  herein 
applied  for  would  deprive  anyone  of  a  service  which  he  now  enjoys, 
such  as  we  believe  would  result  from  a  denial  of  this  application,  we 
should  not  hesitate  to  deny  this  application,  but  we  believe  it  to  be 
our  duty  to  view  this  application  from  the  standpoint  of  all  the  parties 
in  interest,  and  so  viewing  it,  we  are  constrained  to  find  that  the 
certificate  should  be  granted  as  prayed  for."     .     .     . 

226.2 — Extension  of  Service. 

"Several  residents  of  St.  Charles  testified  as  to  their  failure  to  secure 
service  from  the  Utah  Power  and  Light  Company,  but  the  facts 
surrounding  these  cases  were  not  such  as  would  justify  the  Com- 
mission in  finding  that  the  Utah  Power  and  Light  Company  is  not 
giving  adequate  service  in  St.  Charles.  However,  we  do  not  wish 
to  be  understood  as  holding  that  the  Utah  Power  and  Light  Com- 
pany is  justified  in  refusing  service  to  any  resident  of  St.  Charles  who 
had  applied  for  service.  When  a  public  utility  has  a  monopoly 
in  any  community,  it  should  serve  all  the  reasonable  demands  of 
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that  community,  and  the  reasonableness  of  any  demand  for  service 
should  not  be  determined  by  any  arbitrary  requirement  or  guaranties 
of  income.  Extensions  should  be  made  with  a  view  as  to  their  effect 
on  the  whole  community  and  on  the  utility  as  a  system,  rather  than 
upon  the  income  from  a  particular  extension,  so  that  when  a  party 
li\ing  in  any  particular  territory  makes  application  for  service  to 
the  utility  serving  that  territory,  the  presumption  prevails  that  he  is 
entitled  to  such  service  and  the  burden  falls  upon  the  utility  to  which 
application  is  so  made,  in  case  it  is  not  in  a  position  to  render  such 
service,  to  show  why  such  service  can  not  be  furnished." 


REFERENCES 
INVESTMENT  AND  RETURN 

310— Valuation. 

Foundation  PmNCirLES  of  Valuation,  by  Bion  J.  Arnold.  Address 
Before  the  Annual  Convention  of  the  American  Electric  Railway 
Association,  San  Francisco,  California.  October  7,  1915.  4  pages. 
Electric  Railway  Journal,  October  16,  1915,  p.  803. 

The  article  is  an  appendix  to  the  address  abstracted  in  last  week's  Electric  Rail- 
way Journal  and  the  complete  paper  was  noted  in  8  Rate  Research  29. 

360— Depreciation. 

Depreciation  as  Affecting  the  Valuation  and  Assessment  of 
Public  Utilities,  by  Daniel  W.  Knowlton.  Paper  read  before  the 
Annual  Convention  of  the  Colorado  Electric  Light,  Power  and  Railway 
Association,  Glenwood  Springs,  Colorado,  September  23-25,  1915. 

The  paper  discusses  the  proper  handling  of  depreciation  reserve  and  accrued  de- 
preciation in  connection  with  valuation  for  rate  making  and  for  purposes  of  taxa- 
tion. Before  commission  regulation,  the  almost  universal  custom  was  to  operate 
without  reserves  for  depreciation  and  this  must  be  taken  into  consideration. 
Where  past  earnings  have  not  been  ample  to  cover  allowance  for  depreciation 
reserve  this  item  is  properly  included  in  plant  valuation  under  "development 
costs."  In  the  case  of  a  prosperous  plant,  the  writer  states  that,  since  the  law 
did  not  require  the  setting  aside  of  a  depreciation  reserve  and  since  a  full  knowl- 
edge of  the  importance  of  such  reserves  is  of  modern  development,  it  may  fairly 
be  urged  that  justice  requires  that  such  accrued  depreciation  be  permitted  to  be 
amortized  over  a  period  of  years  from  income. 

In  regard  to  tax  assessments,  it  is  pointed  out  that  most  state  tax  assessments, 
including  Colorado's,  are  based  on  what  is  known  as  the  "capitalization  of  net 
earnings"  method.  Since  it  is  now  well  established  that  depreciation  is  a  proper 
charge  to  operating  costs,  it  is  clear  that  the  year's  depreciation  must  be  deducted 
before  determining  the  net  earnings  basis  for  taxation.  In  this  cormection  de- 
cisions of  the  Commissioner  of  Internal  Revenue  are  cited  as  follows: 

"83.     Depreciation  to  be  an  allowable  deduction  in  the  return  of  annual  net 
income  of  a  corporation  must  be  charged  off  on  the  ledger  of  the  corporation 
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so  as  to  show  a  reduction  in  the  capital  assets  of  the  corporation  to  the  extent 
of  the  depreciation  claimed. 

"84.  Deduction  on  account  of  depreciation  of  property  must  be  based  on  life 
time  of  property,  its  cost,  value  and  use,  and  must  be  evidenced  by  a  ledger 
entry  and  a  like  deduction  in  the  plant  and  property  account  with  respect 
to  which  the  depreciation  is  claimed."  Treasury  Decisions,  Vol.  21,  No. 
25,  pp.  57-68. 

PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation — Law  and  Practice. 

State  Commissions  Having  Jurisdiction  Over  Electric  Light  and 
Power  Utilities.  McGraw  Electrical  Directory,  Light  and  Power 
Edition.     October,  1915,  p.  587. 

A  compilation  of  the  public  service  commissions  having  jurisdiction  over  electric 
utilities  is  given  which  contains  a  brief  abstract  of  the  powers  and  a  list  of  the 
present  members  and  important  officers  of  each  Commission. 

252 — Commission  Annual  Reports. 

Forty-Second  Report  of  the  Railroad  Commission  of  Georgia, 
For  the  Year  Ending  December  31st,  1914.     297  pages. 

The  annual  report  contains  statistics  for  the  companies  under  the  Commission's 
jurisdiction,  the  orders,  rules  and  regulations  of  the  Commission  and  the  Rail- 
road Commission  Law. 

In  its  introduction  to  the  report  the  Commission  notes  "the  much  improved  and 
more  cordial  relations  now  existing  In  Georgia  between  public  utilities  and  the 
people  they  serve,"  as  one  of  its  reasons  for  the  decrease  in  the  number  of  com- 
plaints received  by  the  Commission,  notwithstanding  the  increase  in  the  number 
of  utilities  under  its  jurisdiction. 

"Of  the  fact  that  these  relations  are  friendlier  there  is  no  question.  This 
desirable  state  has  been  largely  the  result  of  broader  and  more  liberal  policies 
upon  the  part  of  railroads  and  other  utilities  in  their  dealings  with  the  public. 

"As  tolls  and  rates  of  public  utilities  are  exactions  of  the  public  for  services 
rendered,  the  public  has  the  right  to  such  information  in  regard  to  the  necessity 
therefor  and  the  earnings  thereunder,  as  will  enable  it  to  form  correct  opinions 
as  to  their  reasonableness. 

"These  utilities  enjoy  franchises  granted  by  the  public  to  the  end  alone  that 
it  may  be  efficiently  served,  and  hence  the  public  has  the  right  to  correct 
and  full  information  as  to  their  use  and  the  private  benefits  from  such  use. 

"Conceding  that  just  rules  and  regulations  for  the  conduct  of  their  business 
with  the  public  are  essential,  the  public  still  has  the  right  to  have  such  infor- 
mation as  to  the  underlying  reasons  for  their  promulgation  as  will  enable  it  to 
reach  intelligent  conclusions  as  to  their  reasonableness  and  justness. 

"When  members  of  the  public  have  claims  of  any  character  against  carriers 
or  other  public  servants,  they  have  the  right  to  demand  and  expect  prompt 
business  methods  in  their  handling,  and  if  declined,  intelligent  statement  of 
the  reasons  for  such  action. 

"The  growing  recognition  of  these  principles  by  public  utilities  in  this  State, 
in  their  ever-increasing  services  to  and  dealings  with  the  public  is  a  fact,  and 
the  results  are  beginning  to  show  in  more  cordial  relations  between  the  served 
and  the  servant." 
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MUNICIPALITIES 

830— Municipal  Ownership. 

Municipal  Ownership  in  Edmonton.  Commerce  Re-ports.  October 
9,  1915,  p.  40. 

Municipal  ownership  of  public  utilities  has  been  carried  farther  in  Edmonton, 
the  Capital  of  the  Province  of  Alberta,  than  in  any  other  city  in  the  Dominion 
of  Canada.  The  city  of  Edmonton  owtis  and  operates  the  electric  light  and  power 
system,  waterworks,  power  plant,  street  railway  and  telephone  system.  A  few 
statistics  are  given  in  the  report  of  the  Consul  to  show  the  relative  success  of  the 
different  undertakings. 

GENERAL 

910 — Promotion  and  Growth  of  Business. 

The  Electrification  of  Everything,  by  Frederick  Todd,  The 
W<yrld:s  Work,  13  pages,  October,  1915.     p.  696. 

The  article  calls  attention  to  the  experiment  in  the  electrical  works  at  Schen- 
ectady, New  York,  with  the  greatest  "step-up  transformer"  in  the  world,  capable 
of  transforming  ordinary  current  as  it  is  received  from  the  generating  plant  into 
an  outflowing  current  with  a  potentiality  of  750,000  volts.  It  is  stated  that  such 
a  transformer  could  deliver  power  a  thousand  miles  away,  and  this  fact  is  inter- 
esting in  connection  with  the  tendency  to  centralize  production.  The  economies 
of  the  greater  generating  stations  and  transmission  systems  are  enabling  the 
delivery  of  electricity  to  a  greater  variety  of  uses.  The  discussion  gives  an 
account  of  the  electrification  of  the  railroads,  the  factories,  the  farms,  and  the 
homes  of  America. 

980— Public  Relations. 

Welfare  Work,  by  Jesse  W.  Lilienthal.  Paper  read  before  the 
American  Electric  Railway  Association  Convention,  San  Francisco, 
October  5,  1915.  Journal  of  Electricity,  Power  and  Gas,  2j  pages,  Octo- 
ber 16,  1915.     p.  303. 

Mr.  Lilienthal,  president  of  the  United  Railroad  of  San  Francisco,  discusses  the 
establishment  and  maintenance  of  desirable  relations  between  the  company  and 
the  employees,  and  the  company  and  the  public.  He  draws  from  the  experience 
of  his  company  and  gives  an  account  of  the  work  imdertaken  and  the  measure  of 
success  obtained. 

980— Public  Relations. 

The  Relation  of  Electric  Railways  to  Agriculture,  by  Paul 
Shoup.  Paper  read  before  the  American  Electric  Railway  Association 
Convention,  San  Francisco,  October  5,  1915.  Electric  Railway 
Journal,  2f  pages,  October  16,  1915.     p.  807. 

The  writer  discusses  in  a  general  way  the  relation  of  the  electric  railway  industry 
to  agriculture  and  points  out  how  agricultural  development  has  followed  the 
extension  of  the  electric  railway  into  the  rural  communities'  The  service  of 
distribution  performed  by  the  railways  is  necessary  to  add  value  to  the  article 
produced.  The  writer  takes  occasion  to  illustrate  public  prejudices  by  noting 
that  while  every  encouragement  has  been  given  the  farmer,  the  producer,  through 
national  state  and  local  government  agencies,  the  transportation  service  has 
been  subject  to  regulation  which  may  require  the  company  to  extend  and  improve 
service,  reduce  rates,  pay  increased  taxes,  borrow  money  imder  unfavorable  con- 
ditions, and  do  this  hampered  by  threatened  or  active  competition.  The  public 
should  be  taught  the  mutual  benefits  to  be  derived  from  proper  co-operation  with 
the  public  service  company. 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

COMMISSION  DECISIONS 
NEW  YORK 

580 — Terms  and  Conditions. 

New  York  Edison  Company  and  The  United  Electric  Light  and 
Power  Company.  Investigation  on  Motion  of  the  Commission  of 
Companies'  Rate  Schedules.  Decision  of  the  New  York  Public 
Service  Commission  (ID),  Concerning  Lamp  Renewals,  Conjunc- 
tional Service  Riders  and  Other  Terms  and  Conditions.  October  15, 
1915. 

The  general  order  of  the  Commission  fixing  the  maximum  rate  of  8 
cents  per  kilowatt-hour  without  lamp  service  or  8|  cents  per  kilowatt- 
hour  with  lamp  service  was  issued  March  9,  1915.  (Reported  in  7  Rate 
Research  3.)  After  an  investigation  on  its  own  motion,  the  Com- 
mission has  issued  a  supplementary  decision  and  order  dealing  particu- 
larly with  lamp  renewals,  rates  for  breakdown  service  and  submetering 
provisions.  No  change  was  made  in  the  actual  rates  in  the  schedule 
of  the  company. 

In  the  opinion  of  Commissioner  Williams,  which  was  adopted  by  the 
Commission,  it  is  stated  that  the  rates  filed  by  the  companies  (7  Rate 
Research  51),  have  proved  generally  satisfactory. 

The  opinion  says: 

"There  have  been  some  complaints  received  by  the  Commission 
nearly  all  of  them  evidently  dictated  by  the  same  hand  and  identical 
in  wording.  In  one  series,  the  request  is  made  that  the  time  for 
putting  into  effect  the  provision  to  install  master  meters  be  extended 
some  two  or  three  months,  and  another  series  complains  in  identical 
terms  of  the  charge  for  the  so-called  breakdown  service. 

"All  of  the  appearances  in  this  case,  with  one  or  two  exceptions, 
I  think,  have  frankly  admitted  their  interest  in  the  establishment 
of  private  plants,  in  the  manufacture  of  machinery  for  these  plants, 
or  in  the  promotion  of  the  so-called  Inspection  Companies. 

"They  ask,  in  effect,  that  the  rates  to  the  large  consumer  be  increased 
so  that  he  will  save  money  by  investing  in  a  private  plant  and  then 
as  insurance  against  his  private  plant's  failing  at  any  time  that  a 

Editorial  Notes — All  indented  matter  is  direct  quotation. 
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service  in  the  nature  of  a  breakdown  service  be  provided  by  the 
public  service  corporations. 

"They  also  request  that  a  special  rate  be  made  for  so-called  'auxiliary' 
or  'off-peak'  service  to  be  called  upon  as  well  when  the  private  plant 
will  operate  at  a  loss. 

"It  is  proposed,  in  other  words,  to  run  the  private  plant  in  connection 
with  a  steam  heating  plant  in  the  cold  months  of  the  year  when  the 
exhaust  steam  may  be  utilized  for  heating  and  when  darkness  comes 
'  early,  and  when  the  heat  is  no  longer  needed,  and  little  light,  the 
plant  can  be  closed  down  and  the  current  taken  from  the  Edison 
or  United  Company's  wires. 

"In  stores  or  office  buildings  the  private  plant  can  be  shut  down  at 
closing  time  and  the  lighting  companies'  current  used  for  the  hallways, 
stairways,  etc, 

"These  two  classes  of  service  were  considered  at  the  time  the  hearings 
on  'breakdown'  service  were  held  in  1908  and  the  rate  for  'break- 
down' service  then  established  by  the  companies  was  made  so  as 
to  meet  them  both. 

617 — Breakdown  or  Auxiliary  Service. 

"The  charge  of  $24  per  kilowatt  of  maximum  demand  is  now  made 
for  this  'breakdown'  service.  It  covers  without  extra  charge  the 
current  consumed  at  standard  rates  up  to  that  amount.  All  of 
this  amount  is  actually  used  up  in  current,  as  appears  from  the 
evidence,  excepting  about  8  per  cent,  so  that  speaking  in  general 
terms,  the  breakdown  customer  is  getting  his  current  for  exactly 
what  the  ordinary  customer  consuming  a  like  amount  pays,  and 
instead  of  complaining,  I  think  a  man  having  a  private  plant  of  his 
own,  who  desires  this  insurance  and  these  connections  with  a  public 
service  corporation,  should  be  satisfied  if  he  pays  no  more  than  does 
the  ordinary  customer  consuming  a  like  amount,  especially  when 
he  himself  is  allowed  to  fix  the  amount  of  demand  for  which  he 
desires  to  contract. 

"There  is  no  question  that  if  the  Companies  contract  to  furnish  this 
'breakdown'  service,  they  can  be  called  upon  at  any  time  during 
the  year  and  they  must  have  the  proper  service  and  main  connections 
for  the  maximum  service,  to  say  nothing  of  power  house  and  con- 
verter station  capacity.  This  extra  expense,  of  course,  must  nec- 
essarily add  to  the  expense  of  serving  this  class  of  consumers. 

"There  is  nothing  before  the  Commission  to  show  that  the  charge 
for  this  service  is  unreasonable,  or  that  it  is  in  excess  of  the  charge 
made  in  other  cities  for  similar  service." 

The  order  provides: 

"That  the  New  York  Edison  Company  shall  not  refuse  to  supply 
electric  current  to  any  applicant  therefor  under  the  appropriate 
classification  of  its  rate  schedule  on  the  ground  that  said  applicant 
is  either  the  owner  or  operator  of  an  isolated  or  private  plant,  or 
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a  customer  thereof;  provided  said  applicant  is  not  selling  electric 
current  to  others  outside  of  his  own  premises." 

550 — Lamp  Service. 

In  regard  to  lamp  renewals,  the  opinion  says : 

''Both  respondent  Companies,  before  May  first,  furnished  Gem  lamps 
as  free  renewals  to  customers.  No  doubt,  under  many  conditions, 
the  new  Tungsten  lamps  are  more  efficient,  giving'  more  light  for  the 
same  consumption  of  current.  The  Company  under  the  new 
schedule  furnishes  Gem  lamps  and  the  larger  sizes  of  Tungsten  lamps 
at  the  commutation  rate  of  one-half  cent  per  kilowatt  of  current 
consumed.  (7  Rate  Research  51.)  It  was  not  contended  by  the 
complainants  that  this  charge  of  one-half  cent  is  unreasonable  or 
excessive,  but  that  the  smaller  sizes  of  Tungsten  lamps  should  be 
furnished  under  this  rate  without  extra  charge.  This  the  Companies 
claim  they  are  unable  to  do  at  the  prices  now  charged  by  the  manu- 
facturers for  these  lamps  and  that  they  furnish  them  to  customers 
at  a  price  representing  the  extra  cost  of  this  service. 
"It  appears  from  the  evidence  that  over  one-half  of  the  lamps  fur- 
nished as  renewals  by  the  New  York  Edison  Company  in  the  month 
of  April,  1915,  were  Tungsten  lamps,  and  I  recommend  an  order 
to  the  effect  that  all  the  lamps  hereafter  furnished  as  renewals 
should  be  'Tungsten'  lamps,  the  smaller  sizes  to  be  furnished  at  an 
extra  charge,  no  more  than  the  additional  renewal  charge." 

The  order,  which  also  applies  to  the  schedule  of  the  United  Electric 

Light  and  Power  Company,   has  the  following  provisions  regarding 

lamp  renewals: 

"On  and  after  January  1,  1916,  the  incandescent  lamps  furnished  as 
renewals  under  the  lamp  service  agreement  by  the  said  New  York 
Edison  Company  shall  be  Tungsten  lamps  of  standard  efficiencies  and 
ratings,  or  other  lamps  of  like  or  of  greater  efficiency  and  ratings, 
and  that  thereafter  said  company  shall  not  so  furnish  to  its  cus- 
tomers Gem  lamps  or  other  lamps  of  an  efficiency  of  less  than  IJ 
watts  per  candle  power.  Tungsten  lamps  of  50  watts  and  above 
to  be  furnished  as  such  renewals  without  extra  charge,  and  the 
smaller  sizes  at  an  extra  charge  which  shall  be  no  more  than  the 
additional  renewal  cost  of  such  smaller  lamps. 

"If  said  company,  on  and  after  January  1,  1916,  undertakes  to 
sell  lamps  aside  from  its  lamp  service  agreements,  its  prices  therefor 
shall  be  based  upon  the  actual  cost  of  said  lamps  and  not  on  con- 
sideration of  consumption  of  current,  and  that  its  schedule  of  such 
lamp  prices  shall  be  printed  in  its  rate  schedule." 

560 — Standard  Riders. 

"It  appeared  during  the  hearings  and  it  was  stated  to  be  the  policy 
of  the  Companies  that  they  furnished  service  to  customers  who 
resold  electric  current  to  owners  or  tenants  of  adjacent  buildings, 
thus  entitling  the  consumer  to  a  lower  quantity  rate.  Undoubtedly 
the  customer  could  compel  the  public  service  corporations  to  sell 
him  the  current  whether  he  used  it  himself  or  resold  it.     The  only 
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thing  the  Commission  is  interested  in  is  to  see  that  this  customer 
gets  nothing  by  way  of  service  or  facilities  that  another  customer 
consuming  a  like  amount  of  current  does  not  get.  If  the  public  service 
corporations  furnished  sub-meters  or  read  them  or  performed  any 
other  extra  service  for  this  class  of  customers,  it  would  be  discrim- 
ination. 

"I  recommend*  that  a  change  be  made  in  the  schedule  pointing  out 
the  fact  that  customers  may  purchase  current  for  resale  in  part  and 
under  what  conditions  the  customers  may  do  this,  the  meter  or  meters 
to  be  on  the  customer's  premises  in  all  instances,  and  any  current 
to  be  resold  to  be  measured  by  sub-meters,  the  public  service  cor- 
porations in  no  event  to  read  or  have  any  connection  with  them. 

"The  sale  of  current  to  customers  who  have  two  or  more  buildings 
under  common  ownership  or  leasehold  and  located  within  100  feet 
was  also  attacked.  It  was  claimed  that  many  of  these  leases  were 
made  for  the  sole  purpose  of  getting  the  current  at  a  low  rate.  No 
such  cases,  however,  were  proven  to  exist,  but  such  a  case  might 
develop,  of  course,  at  any  time. 

"It  was  not  shown  that  the  regulation,  under  which  a  customer 
could  combine  the  consumption  in  two  buildings  located  within  100 
feet  to  get  the  benefit  of  a  better  rate,  was  unreasonable  or  improper, 
and  the  fact  that  someone  has  taken  or  may  in  the  future  take 
advantage  of  this  part  of  the  schedule  and  fraudulently  place  him- 
self in  a  position  to  be  benefited  thereby,  should  not  mitigate  against 
a  lawful  consumer.  Since  the  schedules  allow  a  lesser  rate  for  a 
large  consumer,  I  do  not  see  how  the  Commission  can  require  that 
each  building  must  be  metered  separately  and  charged  for  accord- 
ingly. If  that  were  so,  the  owner  or  lessee  of  a  large  building  would 
be  getting  current  cheaper  than  the  owner  of  several  small  buildings 
served  conjunctively  and  using  the  same  amount  of  current.  Both 
companies  have  shown  that  they  carefully  examine  every  application 
relating  to  this  class  of  service  and  I  believe  would  be  quick  to  cancel 
any  contract  found  to  have  been  obtained  by  fraudulent  means. 
The  fact  that  more  than  one  meter  is  furnished  by  the  public  service 
corporations  cannot  be  urged  in  this  case,  for  the  companies  should 
be  allowed  to  furnish  as  many  meters  to  a  customer  as  are  needed 
for  good  service,  but  if  any  current  is  sold  to  tenants  or  sub-tenants, 
the  public  service  corporations  must  not  furnish  or  read  these  sub- 
meters. 

"Another  provision  of  the  schedule  allows  the  landlord  or  owner  of 
a  building  to  combine  the  current  consumed  in  his  "building,  both 
by  himself  and  his  tenants,  to  get  advantage  of  the  lower  rate  for 
himself,  on  condition  that  all  other  electrical  current  shall  be  excluded 
from  the  building. 

"It  is  but  natural  for  those  who  are  seeking  to  sell  private  plants 
to  those  landlords  to  ask  that  this  clause  should  be  cancelled,  but 
no  one  else  has  complained.  The  tenants  who  pay  a  larger  rate 
have  not  entered  any  protest.     Indeed,  it  has  been  shown  that  the 
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lighting  of  the  halls,  the  running  of  elevators,  etc.,  which  service  the 
landlords  furnish,  is  reflected  in  the  rent  the  tenant  pays.  At 
any  rate,  this  clause  should  be  considered  as  a  competitive  rate. 
Surely  the  directors  of  the  public  service  corporations,  in  this  era  of 
regulation,  must  have  some  little  discretion  left  in  dealing  with 
competitors,  and  if  a  rate  is  established  which  is  not  shown  to  be  so 
low  that  the  Company  is  actually  losing  money  to  the  detriment  of 
other  consumers,  I  do  not  think  that  we  should  interfere. 

"Certainly  in  these  cases  of  inclusion  contracts  the  Companies  lose 
no  money.  The  current  is  being  furnished  to  others  in  the  building 
and  by  combining  the  current  and  furnishing  sub-meters  the  land- 
lord can,  under  another  provision  of  the  schedule,  not  only  get  his 
own,  but  his  tenant's  current,  for  exactly  what  his  current  costs  him 
under  this  form  of  contract." 

The  order  provides:  , 

"That  on  and  after  January  1,  1916,  the  said  company  shall  deter- 
mine the  amount  of  current  supplied  to  each  customer  by  means  of 
a  master  meter  or  meters  installed  on  the  premises  of  the  customer; 
the  said  company  shall  not  be  permitted  to  install  more  than  one 
meter  to  a  service  under  each  contract,  except  where  more  than  one 
meter  is  required  to  secure  proper  metering  efficiency,  the  safety  of 
the  service  or  to  meet  exceptional  local  service  conditions,  but  in  no 
case  shall  additional  meters  be  furnished  solely  for  the  convenience 
or  purposes  of  the  customer." 

452 — Value  of  the  Service — Competition. 

"As  to  the  broad  question  whether  or  not  the  large  consumer  should 
be  required  to  pay  higher  rates  than  those  provided  by  the  schedule, 
I  can  only  repeat  that  these  rates  I  consider  as  largely  competitive. 
Private  generating  plants  are  competitors  just  as  would  be  other 
competing  public  service  corporations.  The  interests  seeking  to 
establish  private  plants  demand  of  the  Commission  that  rates  be 
established  which  will  show  exactly  the  same  percentage  of  profit 
from  each  class  of  consumers  served;  that  the  cost  to  serve  each 
class  or  block  of  customers  be  determined  separately,  taking  into 
consideration  the  maximum  demand  and  the  time  of  day  when  it 
occurs.  As  a  matter  of  fact  these  factors  are  taken  into  considera- 
tion indirectly  through  the  averages  on  which  the  rates  are  based. 
Special  classifications  are  made,  and  I  believe  properly,  for  promot- 
ing and  stimulating  new  enterprises  and  new  classes  of  business, 
and  these  have  been  considered  by  the  Companies  in  making  up 
their  schedule. 

"When  the  majority  opinions  of  the  Commission  were  adopted  in  the 
Ewoldt  and  Stadtlander  cases,  we  knew  that  if  the  'actual  cost'  of 
the  service  to  each  group  of  customers,  plus  a  percentage  of  profit, 
were  charged,  a  large  group  of  over  25,000  customers  of  the  Edison 
Company  alone  would  be  compelled  to  pay  more  than  the  maximum 
rate  prescribed  by  the  Legislature.  We  reduced  the  maximum 
charge,  not  because   each  customer  or  class  should  show  the  same 
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percentage  of  profit  at  the  new  rate,  but  because  we  felt  that  The 

New  York  Edison  Company  was  earning  too  large  a  return  on  its 

actual  capital  investment  and  that  a  fair  return  to  its  stockholders 

could,  in  our  opinion,  still  be  made  if  $2,000,000  of  receipts  were  cut 

off,  and  its  customers  received  the  benefii^  of  the  reduction.     We 

could  not  then,  neither  can  we  now,  tell  to  a  nicety  just  how  this 

reduction  will  work  out.     I  think  the  Companies  should    have  a 

chance  to  ascertain,  and  I  doubt  very  much  if  business  conditions 

remain  as  they  are  at  present  that  the  Companies  will  realize,  under 

the  schedules  filed,  the  amount  of  revenue  which  it  was  assumed 

they  would  when  the  order  for  the  reduction  was  made." 

In  an  opinion  filed  by  Commissioner  Hayward,  he  refers  to  the  testimony 

in  which  the   complaint   is  made   that  the  wholesale  rates  are  so  low 

as  to  cast  an  improper  burden  upon  other  classes  of  consumers,  and 

says  that  it  is  an  understood  fact  that  these  rates  were  established 

to  meet  the  competition  of  private  plants. 

The  opinion  continues: 

"In  none  of  the  cases,  however,  is  it  held  that  'competition'  in  itself 
is  vicious.  If  the  competitive  rate  is  also  discriminatory,  that  is 
another  matter.  Of  course,  the  companies  claim  that  while  their 
wholesale  rate  is  competitive,  it  is  not  discriminatory  or  unreasonably 
low.  It  is  true  that  competitive  conditions  do  not  justify  discrim- 
ination, but  they  may  to  some  extent  justify  a  rate  if  it  applies  equally 
to  all  and  is  primarily  based  upon  the  difference  in  service.  I  have 
examined  the  record  with  great  care,  as  well  as  schedules  showing 
the  difference  between  wholesale  and  retail  rates  in  other  cities,  and 
while  it  may  be  that  the  wholesale  prices  given  by  the  Edison  and 
the  United  Companies  are  lower  than  is  alone  justified  by  the  differ- 
ence in  cost  of  service,  I  agree  with  Commissioner  Williams  that 
there  is  not  sufficient  evidence  for  holding  that  the  wholesale  cus- 
tomers are  served  at  such  a  low  rate  as  to  warrant  our  interferences. 
In  fact,  it  seems  to  me  that,  considering  the  number  of  years  this 
matter  has  been  under  investigation,  and  the  great  opportunity 
given  both  to  the  Commission  and  to  the  allied  complainants  to 
prove  this  fact,  if  it  be  a  fact,  the  record  is  peculiarly  barren  of  real 
evidence  on  this  point." 

NEW  YORK 
221.1 — Issue  of  Stocks  and  Bonds. 

Bronx  Gas  and  Electric  Company.  Application  For  Authority  to 
Use  Portion  of  Proceeds  From  Sale  of  Bonds  to  Reimburse  Treasury 
For  Amount  Expended  From  Income  For  Construction  Purposes. 
Decision  of  the  New  York  Public  Service  Commission  (1-D),  Grant- 
ing the  Application.     September  28,  1915. 

When  the  decision  of  this  Commission  was  rendered  authorizing  the 
Bronx  Gas  and  Electric  Company  to  issue  $200,000  bonds  (4  P.  S.  C.  R. 
199)  approval  of  the  inclusion  of  a  certain  item  for  reimbursement  of 
monies  withdrawn  from  income  and  expended  in  construction  was 
withheld,  pending  the  making  of  certain  changes  in  the  company's 
capital  accounts  and  balance  sheet  which  the  Commission  had  under 


8        Rate     Research  57 


consideration.  The  determination  of  the  supplementary  application, 
involved,  therefore,  the  determination  of  the  value  of  the  property  and 
the  retiring  values  for  the  different  classes  of  property,  and  the  correc- 
tion of  the  company's  books  to  conform  thereto. 

The  net  cost  of  the  plant  and  property  was  ascertained  in  the  former 
decision  and  the  present  opinion  is  concerned  chiefly  with  Depreciation 
and  Overhead  Charges. 

The  determination  of  accrued  depreciation  was  made  for  the  purposes 
of  the  investigation  on  a  straight  line  basis,  and  the  following  tables 
give  the  percent  of  annual  depreciation  used  for  the  various  classes 
of  property. 

(The  decision  will  be  abstracted  in  a  subsequent  issue  of  Rate  Re- 
search.) 

ELECTRIC 

Average 
.-.  .^,        .^    ., ,.  Annual  Rate 

Power  Plant  Buildings.  Depreciation 

Electric  Station 2% 

Electric  Distribution  Shop 5% 

Furnaces,  Boilers  and  Accessories. 

Coal  Handling  Plant 6f% 

300  H.  P.  Babcock  &  Wilcox  Boilers 5% 

Steel  Stack 5% 

Spencer  Damper  Regulators 6% 

Automatic  Tar  Burner  and  50-gallon  Supply  Tank 6% 

Smith-Vaile  duplex  feed  water  pumps 5% 

Knowles  deep  well  pump 5% 

Worthington  jet  condenser  pumps 5% 

Wooden  water  tank,  18,000  gallon  capacity 4% 

National  feed  water  heater 5% 

Industrial  Railroad,  3  cars  and  scale  complete 5% 

Piping — Steam,  Feed  and  Drip 4% 

Automatic  Oiling  System  with  pumps  and  tanks 4% 

Bristol  Recording  Gauges 5% 

Steam  Engines. 

Erie-Ball  Engine  250  H.  P 5§% 

Ball  &  ^Vood  Vertical  Engines,  450  H.  P 4% 

Foundations  for  Engines 2% 

Engine  cormected  to  30  K.  W.  exciter 4% 

Condenser  Pits  with  tanks 4% 

Electric  Generators. 

G.  E.  Type  A.  Q.  B.  Alternating  current  generators 5% 

G.  E.  150  K.  W.  Generator 5% 

G.  E.  75  K.  W.  exciter  driven  by  A.  C.  generator 5% 

G.  E.  30  K.  W.  exciter,  motor  driven 5% 

G.  E.  30  K.  W.  exciter,  connected  to  engine 5% 

Accessory  Electric  Power  Equipment. 

G.  E.  60  K.  W.  constant  current  transformers 4% 

Switchboard  and  wiring 5% 

Poles  and  Fixtures. 

Chestnut  Poles,  30  feet  to  55  feet,  including  fixtures.    Average  35  feet  at 
$20.00 5% 

Distribution  System. 

No.  2  Wire  at  $0.0747  per  foot 5% 

No.  4  Wire  at      .0483  per  foot 5% 

No.  6  Wire  at      .0322  per  foot 5% 

Installing  Wire  at  $30.00  per  mile 5% 
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Line  Transformers  and  Devices. 

K.W.Cap.  No.  UnU  Price 

0.6  30                      $17.41 4% 

1.0  18                        21.87 4% 

1.5  19                        25.42 4% 

2.5  19                        34.42 4% 

3.0  5                        38.47 4% 

4.0  6                        46.17 4% 

5.0  24                        53.86 4% 

7.5  12                        71.28 4% 

10.0  12                   -    88.29 4% 

15.0  4                       120.28 4% 

20  0  6                      148.63 4% 

Handling  and  Installing  Transformers  @  $7. 00 4% 

Lightning  Arresters  @  $12 4% 

Electric  Meters. 

Size  No.  Unit  Cost 

3  Amp.  100  V  18             $11.75 5% 

5  Amp.  100  V  115                 11.75 5% 

10  Amp.  100  V  34                  12.50 5% 

15  Amp.  100  V  17                 13.50 5% 

25  Amp.  100  V  22                 16.25 5% 

50  Amp.  100  V  7                  23.00 5% 

75  Amp.  100  V  3                 27.50 5% 

150 Amp.  100  V  2                32.25.. 5% 

5  Amp.  200  V  2                 12.75 5% 

15  Amp.  200  V  1                  14.60 5% 

25  Amp.  200  V  6                 18.20 5% 

50  Amp.  200  V  3                 25.50 5% 

75  Amp.  200  V  3                 30.00 5% 

100  Amp.  200  V  4                 32.75 5% 

150  Amp.  200  V  2                 35.00 5% 

10  Amp.  3  Wire  5                  12.50 5% 

25  Amp.  3  Wire  5                  18.00 5% 

Electric  Meter  Installation. 

Freight  handling  and  installing  meters  @  $6.20  each 5% 

Municipal  Street  Lighting  System. 

No.  6  wire  @  $.0322 5% 

Installing  wire  @  $30.00 -  5% 

G.  E.  enclosed  arc  lamps,  7.5  amp.  installed  with  brackets,  cutouts,  in- 
sulators and  cables,  complete  @  $30.00 5% 

Tungsten  lamps  with  brackets,  cutouts,  insulatorsjand  cables  complete 
@  $22.50 5% 

GAS 

Works  and  Station  Strttetures. 

Gas  generating  works 2% 

Gas  distribution — shop  and  structures 

Gas  House  (Brick) 2% 

Carriage  Shed  (Frame) 5% 

Stable  (Frame) 5% 

Brick  (Extension) 2% 

Fences      .  4*^ 

26'  Diam.  Steel  oil  tanks,  cap.  iijOOO  Gals.,  Each 5% 
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Holders. 

3  Lift  gas  holder,  cap.  500,000  cu.  ft.  inc.  foundations 2% 

1  Lift  gas  holder,  cap.    75,000  cu.  ft.  inc.  foundations 2% 

2  Lift  gas  holder,  cap.  150,000  cu.  ft.  inc.  foundations 2% 

2  Lift  gas  holder,  cap.    50,000  cu.  ft.  inc.  foundations 2% 

Furnaces,  Boilers  and  Accessories. 

Hydraulic  plunger  elevator 3% 

Phoenix  Boiler 5.5% 

Water  Gas  Sets  and  Accessories 

7'  6"  U.  G.  I.  Water  Gas  set  cap.  750,000  cu.  ft 6% 

5'  U.  G.  I.  Water  Gas  set  cap.  250,000  cu.  ft 13^% 

Purification  Apparatus. 

Tar  separating  boxes  with  valves  and  connections 6% 

Steel  water  lute  duplex  purifiers  complete 3% 

Accessory  Equipment  at  Works. 

G.  E.  induction  motors  for  Sturtevant  Blowers 16% 

G.  E.  Type  H.  20  K.  W.  Transformer  used  with  motors 16% 

Electric  wiring  connections  for  motors  and  transformers 16% 

No.  7  Green  steam  driven  exhausters  with  engines 4% 

Small  Root  exhauster  belt  driven 4% 

Davidson  duplex  pumps 5% 

5  H.  P.  G.  E.  motor,  operating  bucket  elevator 5% 

9'  Hinman  drum  station  meter 2% 

Oil  systems,  pyrometers  and  gauges 3% 

8'  exhauster,  with  3  H.  P.  G.  E.  Motor 4% 

8'  Connolly  governor  with  2  Bristol  recording  gauges 85% 

Trunk  Line  and  Mains. 

Size  Unit  Price 

(inches)  per  ft. 

4  $  .60 3% 

6  .90 3% 

8  1.50 3% 

12  2.00 3% 

16  2.00 3% 

Gas  Services. 

Size  Unit  Price 

(inches)  per  ft. 

1  $  .25 4% 

1-1  .30 4% 

H  -35 •. 4% 

2  .40 4% 

Gas  Meters.  Unit  Price 

Size  per  ft. 

3  Lt.  $    5.25 2% 

5Lt.  6.33.., 2% 

10  Lt.  8.00 2% 

20  Lt.  12.00 2% 

30  Lt.  14.67 2% 

45  Lt.  28.00 2% 

60  Lt.  36.67 2% 

100  Lt.  52.50 2% 

250  Lt.  157.50 2% 

300  Lt.  200.00.  . 2% 
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Gas  Meter  Installation. 

Installing  gas  meters  at  $2.. 50 2% 

Gas  Laboratory  Equipment. 

Enclosed  photometer  with  gauges  and  meter 2% 

Bristol  recording  gauge 5% 

Meter  prover 4% 

GENERAL 

General  Structures. 

Stable 2% 

Carriage  Shed 6% 

Dock 4% 

Work  shop  and  store  house 2% 

Office  Building 2% 

Stable ' 4% 

General  Equipment. 

Office  furniture 10  %  on  net 

cost  +  %  ages 
General  Stable  Equipment. 

Horses  at  $225.00 10%  onnet  cost  +%  ages 

Wagons  at  250.00 10%  onnet  cost  +  %  ages 

Sets  of  harness  at        30.00 10%  onnet  cost  +  %  ages 

MASSACHUSETTS. 

300— Investment  and  Return. 

Blue  Hill  Street  Railway  Company,  Application  for  Authority  to 
Increase  Rates  of  Fare.  Decision  of  the  Massachusetts  Public 
Service  Commission,  Fixing  Rates,  July  31,  1915.  Public  Utilities 
Reports,  1915  E,  p.  370.     (Continued  from  8  Rate  Research  42.) 

362— Accrued  Depreciation. 

Before  determining  the  amount  upon  which  the  company  is  entitled  to 
earn  a  fair  return,  the  Commission  discusses  the  evidence  as  to  the 
depreciation  of  the  property  and  reviews  the  holdings  in  a  number  of 
commission  decisions  regarding  the  handling  of  accrued  depreciation. 

"The  extent  to  which  deduction  should  be  made  for  accrued  depre- 
ciation must,  to  some  degree  at  least,  be  determined  by  the  method 
employed  in  ascertaining  the  gross  amount  from  which  such  deduction 
is  to  be  made.  Because  a  method  of  dealing  with  depreciation  may 
be  sound  where  such  gross  amount  represents  the  cost  of  reproduction 
new,  it  by  no  means  follows  that  the  same  rule  can  be  rigidly  applied 
where  the  gross  amount  represents  honest  and  prudent  investment. 
Under  the  reproduction  cost  theory,  credit  is  given  to  the  company 
for  appreciation  on  items  entering  into  the  estimate  of  cost,  and 
often  for  what  is  known  as  'going  concern  value,'  and  it  is  entirely 
consistent  with  the  theory  to  make  a  deduction  to  the  extent  of 
existing  depreciation  on  other  items.  On  the  other  hand,  if  a  fair 
return  is  to  be  measured  by  the  'capital  honestly  and  prudently 


8         Rate     Research  61 


invested',  and  if  no  credit  is  allowed  for  appreciation  of  the  property 
through  an  increase  in  land  values  or  higher  unit  costs  of  material 
and  labor,  it  would  hardly  seem  just  to  deduct  the  full  amount  of 
the  accrued  depreciation  under  all  the  circumstances  and  without 
reference  to  the  causes  of  the  failure  of  the  company  to  make  due 
provision  for  it. 

"The  ruling  of  the  Commission  in  the  Middlesex  &  Boston  Rate  Case 
was  accompanied  by  the  express  stipulation  'that,  if  there  is  mis- 
management causing  loss,  such  loss  must  be  charged  against  the 
stockholders  legally  responsible  for  the  mismanagement.'  In  other 
words,  the  company  is  held  to  the  same  standard  of  honesty  and 
prudence  in.  the  management  and  maintenance  as  in  the  original 
acquisition  of  its  properties.  It  must,  so  far  at  least  as  it  reasonably 
can,  keep  its  investment  good.  If  through  some  fault  of  its  own  it  has 
failed  to  make  due  provision  for  depreciation,  it  cannot  reasonably 
expect  the  public  to  pay  a  return  upon  that  portion  of  the  investment 
which  it  has  neglected  to  preserve.  But  under  a  consistent  appli- 
cation of  the  investment  theory,  it  would  seem  in  general  that 
deduction  should  be  made  for  the  depreciation  which  comes  from  age 
and  use  in  so  far  only  as  the  failure  to  make  provision  for  it  is  due  to 
the  payment  of  unwarranted  dividends,  or  is  otherwise  attributable 
to  mismanagement. 

"In  this  case,  the  stockholders  have  received  no  dividends  whatever. 
In  view  of  the  low  earnings,  the  character  of  the  territory  in  which 
the  company  operates,  and  its  past  and  present  efforts  to  increase 
its  revenues,  and  after  a  careful  consideration  of  its  history,  the 
Commission  is  of  the  opinion  that  the  failure  to  make  provision  for 
depreciation  and  the  virtual  loss  of  invested  capital  caused  thereby 
cannot  justly  be  ascribed  to  mismanagement.  To  sum  the  matter 
up,  the  property  has  depreciated  in  value  in  the  public  service,  and  the 
stockholders  have  had  no  dividends.  On  the  other  hand,  the  public 
served  has  been  receiving  transportation  at  less  than  real  cost,  and 
has,  in  effect,  used  up  a  portion  of  the  property  without  giving  an 
equivalent  hi  return.  As  stated  in  the  Middlesex  &  Boston  Rate 
Case,  to  hold  under  these  circumstances  that  the  accrued  depre- 
ciation should  be  deducted  would  amount  to  saying  'that  money  lost 
during  the  earlier  stages  of  a  public  service  enterprise  is  irretrievably 
lost  by  the  stockholders;  that  if,  perchance,  rates  have  been  fixed 
so  low  that  the  ratepayer  has,  for  a  period  of  years,  obtained  a  service 
at  less  than  cost,  this  is  the  permanent  misfortune  of  the  stock- 
holders, and  that  the  public  should  never  at  any  time  and  under  any 
circumstances  be  called  upon  to  make  up  a  deficit  thus  incurred.' 
(2  Mass.  P.  S.  C.  R.  p.  108  (1914)  ). 

"Under  the  circumstances  of  the  case,  then,  we  rule  that,  in  deter- 
mining the  revenues  to  which  this  company  is  fairly  entitled,  allowance 
should  be  made  for  an  amount  equal  to  a  fair  return  upon  all  the 
'capital  honestly  and  prudently  invested,'  without  deducting  accrued 
depreciation.     In  ruling  to  this  effect,  however,  we  must  not  be  under- 
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stood  as  deciding  that  the  company  can,  if  it  earns  the  amount  to 
which  it  is  entitled,  properly  pay  dividends  to  its  stockholders 
before  the  depreciation  and  other  deficits  from  past  operation  have 
been  made  good.  That  is  a  question  which  it  is  unnecessary  to  decide 
at  this  time. 

"Property  has  been  destroyed  and  sold.  If  property  of  a  company 
is  destroyed  by  fire  or  some  similar  catastrophe  before  it  reaches  the 
end  of  its  usefulness,  or  if  it  is  voluntarily  sold  by  the  company  and  a 
loss  results  over  and  above  the  accrued  depreciation,  it  would  seem 
that  the  amount  of  this  loss  should  be  deducted  in  determining  the 
basis  of  a  fair  return.  Such  losses  are  risks  which  the  stockholders 
assume  and  for  which  the  company  must  be  held  responsible." 

REFERENCES 

RATES 

500 — Rate  Practice. 

Tendencies  in  Central-Station  Rate  Making.  An  Authorized  In- 
terview with  W.  W.  Freeman,  President  of  the  Union  Gas  and  Electric 
Company  of  Cincinnati,  Ohio,  by  Frederic  Nicholas.  Electrical 
World.     October  23,  1915.     p.  907.     2|  pages. 

Mr.  Freeman  states  that,  with  most  companies,  maximum  rates  are  below  the 
actual  cost  of  service  for  consumers  served  at  those  rates.  He  says,  "It  is  no 
longer  prudent  to  assume  that  enough  increase  in  business  will  follow  decreases 
in  rates  to  assure  a  profit.  The  developments  of  the  past,  the  progress  of  the  art 
make  caution  advisable.  I  would  go  so  far  as  to  say  that  in  many  cities  increases 
in  maximum  rates  could  be  justified  far  more  plainly  from  an  accounting  stand- 
point than  the  decreases  which  are  so  widely  advertised."  Rate-making  must  be 
directed  so  as  to  facilitate  getting  the  business.  "No  regulation  or  outside  con- 
tingency can  have  any  practical  effect  on  power  rates.  The  tendency  to  make 
residence  rates  below  a  figure  representing  actual  cost  and  a  reasonable  profit  has 
its  origin  in  the  desire  of  companies  for  popular  support.  As  a  matter  of  fact,  a 
higher  maximum  rate  with  some  companies,  with  a  corresponding  increase  in 
quality  of  service,  would  be  distinctly  in  the  interest  of  both  consumer  and  com- 
pany." 

The  interview  was  also  made  to  cover  the  question  of  when  or  under  what  con- 
ditions it  is  necessary  or  advisable  to  make  a  valuation  in  a  rate  case,  and  what 
alternative  method  might  be  satisfactorily  used  in  determining  rates;  the  effect 
of  rate  litigation  on  employees  and  on  the  business;  and  the  difference  between 
Western  and  Eastern  public  policy  conditions.  The  answers  drew  largely  from 
the  experience  of  the  Cincinnati  Company  in  the  present  rate  investigation  and 
from  Mr.  Freeman's  experience  with  Eastern  conditions  through  his  former  con- 
nection with  the  Edison  Electric  Illuminating  Company  of  Brooklyn. 

INVESTMENT  AND  RETURN . 

313— Unit  Prices. 

Unit  Construction  Costs  for  Hydroelectric  System.  Electrical 
World.     October  23,  1915.     p.  916.     2|  pages. 

A  graphical  analysis  of  construction  costs  is  presented  which  shows  the  relative 
magnitudes  of  the  different  expenses  as  well  as  the  unit  costs  represented  by  the 
construction  work  for  the  Tallulah  Falls  hydroelectric  plant  and  transmission 
system  of  the  Georgia  Railway  &  Power  Company,  which  serves  large  areas  in 
northern  and  central  Georgia. 
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PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation— Law  and  Practice. 

District  Representatives  of  Utility  Commissions.  Editorial.  En- 
gineering News.     October  21,  1915.     p.  801. 

The  editorial  comments  on  a  plan  for  the  establishment  of  local  representatives 
of  commissions  which  would  enable  state  commissions  to  come  in  closer  touch  with 
local  conditions.  It  is  believed  that  this  will  give  state  commissions  the  ad- 
vantages without  the  disadvantages  of  local  regulation.  The  plan  was  suggested 
by  Prof.  Olin  N.  Landreth,  of  the  Engineering  School,  Schenectady,  New  York, 
and  member  of  the  recent  New  York  State  Constitutional  Convention. 


MUNICIPALITIES 

830— Public  Ownership. 

Control  and  Regulation  Versus  Government  Ownership,  by 
Theodore  N.  Vail.  Portion  of  Address  on  "Some  Observations  of 
Modem  Tendencies,"  Read  Before  the  National  Association  of  Rail- 
way Commissioners,  San  Francisco,  October  13,  1915.  Journal  of 
Electricity,  Power  and  Gas.     October  23,  1915.     p.  325.     3  pages. 

In  regard  to  government  ownership  the  writer  says  in  part  that  the  most  disturb- 
ing feature,  and  the  most  impossible  of  control,  is  protection  from  the  government 
itself.  It  would  be  an  unregulated  monopoly,  with  unrestricted,  unlimited  powers, 
serving  individuals  for  their  private  advantage  and  benefit  at  the  cost  of  the  gen- 
eral revenue.  Goverrunent  ownership  would  introduce  beyond  a  possibility  of 
prevention  partisan  and  political  control  into  enterprises  absolutly  non-political 
and  which  should  have  a  purely  business  management.  All  will  concede  that  if 
a  part  of  the  mismanagement  and  waste  revealed  by  investigations  of  government 
operation  are  true,  the  public  could  not  be  satisfactorily  served  by  any  manage- 
ment under  our  form  of  government. 

On  the  other  hand,  the  encouraging  features  of  government  regulation  by  Com- 
missions are  pointed  out  as  absolute  proof  of  its  great  possibilities  under  perfected 
organization  and  a  higher  public  recognition. 

GENERAL 

920 — Economy  and  Efficiency. 

Economic  Significance  of  Electricity  Supply,  by  Samuel  Insull. 
Paper  Read  Before  the  American  Association  of  Railway  Commis- 
sioners at  San  Francisco,  October  13,  1915.  Journal  of  Electricity, 
Power  and  Gas.     October  23,  1915.     p.  319.     2  pages. 

The  progress  made  toward  more  economical  production  and  the  greater  utiliza- 
tion of  electric  energy  is  noted,  and  it  is  stated  that  great  savings  can  be  effected 
by  utilizing  large  generating  units,  unifying  methods  of  transmission  and  dis- 
tribution, economizing  in  spare  or  reserve  generating  plant,  economizing  in  labor 
and  by  the  possession  of  financial  resources,  enabling  the  central  station  company 
to  employ  high  class  experts  to  study  out  economies  of  production  and  selling. 
In  a  study  made  of  the  state  of  Illinois  it  appeared  that  the  load  factor  of  a  com- 
bined system  operating  throughout  the  state  (not  considering  the  probable  elec- 
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trification  of  the  steam  railroads)  would  be  50  per  cent,  whereas  the  average  load 
factor  of  these  various  requirements  taken  separately  was  but  35  per  cent;  and  the 
higher  the  load  factor,  "the  more  the  saturation  of  the  dollar  invested  is  achieved." 
The  compelling  motive  that  has  brought  about  the  remarkable  reduction  in  the 
cost  of  producing  electric  energy  was  the  desire  to  obtain  a  reasonable  share  of 
the  greater  profit  made  possible  by  this  industrial  movement.  Obviously  regula- 
tion of  utilities  must  take  into  consideration  the  great  economic  desirability  of  a 
reasonable  reward  for  private  initiative  and  private  enterprise,  still  retaining 
for  the  public  by  far  the  greater  part  of  the  savings  effected.  Government  regu- 
lation must  guard  against  the  danger  of  drifting  into  a  species  of  paternalism  which 
will  check  enterprise  and  destroy  individuality  of  management. 


COURT  DECISION  REFERENCES 

230 — Complaints. 

People  ex  rel.  New  York  Telephone  Co,  v.  Public  Service  Com- 
mission (2  D) .  Decision  of  the  New  York  Supreme  Court,  Appellate 
Division,  Third  Department.  September  15,  1915.  154  New  York 
Supplement  1093. 

"As  a  result  of  the  decision  recently  rendered  by  this  court  in  People  ex  rel. 
N.  Y.  C.  &  H.  R.  R.  Co.  V.  Public  Service  Commission,  159  App.  Div.  546, 
145  N.  Y.  Supp.  513,  (4  Rate  Research  360),  and  affirmed  by  the  Court  of 
Appeals,  215  N.  Y.  241,  109  N.  E.  252,  (7  Rate  Research  366),  a  rule  has  been 
announced  that  in  all  proceedings  instituted  before  the  Public  Service  Com- 
mission against  public  service  corporations  to  review  a  change  of  rates  the 
burden  rests  on  the  complainants  to  prove  that  the  rates  complained  of  are 
unreasonable.  In  the  record  before  us  it  is  apparent  that  no  attempt  whatever 
was  made  to  comply  with  this  rule.  In  fact,  the  case  was  tried  before  the  rule 
was  established.  The  complainants  contented  themselves  by  simply  present- 
ing to  the  Commission  a  description  of  the  situation,  furnishing  facts  and  data 
as  to  the  number  of  subscribers,  the  rates  charged  and  previously  charged,  the 
changes  in  ownership  of  the  telephone  lines,  the  distances  covered,  the  location 
of  the  villages  involved,  and  other  matter.  But  no  effort  was  made  to  fix  the 
value  of  the  relator's  property,  or  show  that  the  rates  charged  produced  to 
the  relator  more  than  a  fair  and  reasonable  return  upon  its  investment.  Indeed, 
the  complainants,  as  well  as  the  Commission,  proceeded  upon  the  theory  that 
the  burden  was  upon  the  telephone  company  to  show  that  its  rates  were  fair, 
reasonable  and  lawful.  But  this  theory  was  erroneous,  for  exactly  the  oppo- 
side  doctrine  has  been  proclaimed  in  People  ex  rel.  N.  Y.  C.  &  H.  R.  R.  Co. 
V.  Public  Service  Commission,  supra. 

"This  rule  propounded  by  the  courts  has  been  abrogated  by  the  Legislature 
(Chapter  240,  Laws  1914)  so  far  as  it  relates  to  common  carriers.  It  remains 
intact,  however,  apparently,  as  to  all  other  public  service  corporations,  and 
therefore  must  control  our  determination  in  this  case.  The  decision  of 
this  court  in  the  New  York  Central  Case,  supra,  was  rendered  before  chapter 
240  of  the  Laws  of  1914  was  enacted,  although  the  decision  of  the  Court 
of  Appeals  was  rendered  subsequently.  When  the  case  was  in  this  court,  I 
(Judge  Howard)  dissented  from  the  doctrine  promulgated,  but  notwith- 
standing my  dissent  it  has  become  the  law  of  the  state  and  must  be  respected 
and  observed.  Therefore,  the  complainants  having  failed  to  discharge  the 
burden  cast  upon  them  by  this  rule,  it  necessarily  follows  that  the  order  of 
the  Public  Service  Commission  should  be  reversed.  Having  reached  this  con- 
clusion, it  is  unnecessary  to  discuss  the  merits  of  the  controversy. 

"The  orders  of  the  Public  Service  Commission  are  annulled,  and  a  new  hearing 
is  granted  before  the  Commission.     All  concur." 
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COMMISSION  DECISIONS 
NEW  YORK 

221.1— Issue  of  Stocks  and  Bonds. 

Bronx  Gas  and  Electric  Company,  Application  for  Authority  to  Use 
Portion  of  Proceeds  from  Sale  of  Bonds  to  Reimburse  Treasury  for 
Amount  Expended  from  Income  for  Construction  Purposes.  Decision 
of  the  New  York  Pxjblic  Service  Commission  (ID),  Granting  the 
Application.     September  28,  1915.     (Begun  in  8  Rate  Research  56.) 

In  an  earlier  decision  in  the  matter  of  the  application  of  the  Bronx 
Gas  and  Electric  Company  for  authority  to  issue  securities,  the  Com- 
mission approved  the  issue  of  $200,000  of  bonds,  pointing  out  the  need 
of  funds  for  additions  and  improvements  to  the  property.  The  Com- 
mission had  under  consideration  with  the  company  certain  changes  in 
capital  accounts  and  balance  sheet  and  it  was  agreed  to  postpone 
action  upon  an  item  of  $16,880.05  which  the  Company  had  included  as 
one  of  the  purposes  of  the  issue  for  reimbursement  of  monies  expended 
from  income  for  construction,  extension  and  improvement  of  the 
property,  pending  the  final  adjustment  of  the  company's  books. 
The  supplementary  opinion  to  determine  whether  or  not  the  item  of 
$16,880.05  should  be  included  in  the  purposes  of  the  issue  is  concerned 
largely  with  the  determination  of  the  value  of  the  property  and  the 
retiring  values  for  the  different  classes  of  property,  and  the  correction 
of  the  company's  books  to  conform  thereto. 

310— Valuation. 

The  majority  opinion,  written  by  Commissioner  Wood,  says,  that, 
summarizing  the  estimates  given  in  the  appraisal  made  by  the  Com- 
mission and  taking  a  conservative  average  of  the  allowances  made  by 
this  Commission  in  similar  cases,  the  following  estimate  is  obtained 
upon  the  basis  of  reproduction  cost  less  depreciation.  The  net  cost  of 
the  tangible  property  exclusive  of  land,  adding  2%  for  incomplete 
inventory  and  20%  for  contractor's  profit,  engineering,  administration, 

Editorial  Note — ^All  indented  matter  is  direct  quotation. 
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contingencies,  and  incidentals,  is  $961,462.32.  An  allowance  of 
$137,722.47  for  accrued  depreciation  on  the  straight  line  basis  using 
age  tables  with  proper  allowance  for  salvage  as  shown  in  last  week's 
issue  of  Rate  Research  (pp.  56-60),  was  deducted,  leaving  a  value  of 
$823,739.85.  The  value  of  land  was  estimated  at  $68,100.  To  this 
bare  value  of  the  tangible  property  is  added  12%  or  $107,020.68  for 
preliminary  and  development  expenses.  Working  capital,  being  the 
excess  of  current  assets  over  current  liabilities,  of  $45,032.41  was 
included,  making  the  total  assets  of  the  company  $1,043,892.94.  The 
outstanding  securities  of  the  company  total  $1,016,600.  The  appraisal 
is  made  as  of  December  31,  1908,  and  the  Commission  says  upon  the 
above  determination  it  is  clearly  shown  that  on  that  date  "the  company 
had  assets  well  in  excess  of  its  liabilities  and  capital  stock." 

The  order  provides,  therefore, 

"That  in  consideration  of  the  consent  of  the  Commission  authorizing 
the  application  of  proceeds  to  the  amount  of  $16,880.05  of  said 
bonds  to  the  reimbursement  of  moneys  .  .  .  the  Bronx  Gas  and 
Electric  Company  shall 

"(1)  Forthwith  adjust  its  accounts  for  Fixed  Capital  as  of  December 
31,  1908,  in  accordance  with  the  total  amount  of  $998,860.53  as 
of  that  date,  and  to  this  end  shall 

"(a)  Place  on  its  books  for  the  various  accounts,  specified  in  the 
schedule  .  .  .  entitled  'Schedule  A  Bronx  Gas  and  Electric 
Company  Summary  Fixed  Capital,  December  31,  1908,'  the  amounts 
set  forth  therein  diminished  by  the  retirements  of  property  made 
since  December  31,  1908,  in  accordance  with  the  amounts  set  forth  in 
the  schedule  .  .  .  entitled  'Schedule  B  Bronx  Gas  and  Electric 
Company  Table  showing  Retirements  made  from  Fixed  Capital 
Dec.  31,  1908  to  Dec.  31,  1914';  and 

"(b)  Distribute  the  amount  of  $107,020.69  for  Preliminary  and 
Development  Expenses  included  in  said  sum  of  $998,860.53,  over 
the  accounts  for  Organization,  Taxes  during  Construction,  Interest 
during  Construction  and  Other  Intangible  Capital,  assigning  to  each 
an  amount  based  on  the  records  of  said  company  and  entering  the 
balance,  if  any,  of  the  said  amount  of  $107,020.69  under  the  account 
Other  Intangible  Capital. 

"(2)  Preserve  in  the  permanent  records  of  the  said  company  the 
details  of  such  property  accounts  for  Fixed  Capital  December  31, 
1908  as  furnished  by  the  Electrical  Engineer  of  the  Commission,  and 
adopt  the  retirement  values  therein  set  forth  for  the  purpose  of 
crediting  the  accounts  of  the  said  company  for  Fixed  Capital  Decem- 
ber 31,  1908,  whenever  any  part  of  such  fixed  capital  is  retired  from 
service,  in  accordance  with  the  Uniform  System  of  Accounts  for 
Electrical  Corporations,  Account  (ElOO)  Fixed  Capital  December 
31,  1908,  and  the  Uniform  System  of  Accounts  for  Gas  Corporations, 
Account  (GlOO)  Fixed  Capital  December  31,  1908." 
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314— Overhead  Charges. 

In  regard  to  the  question  of  proper  allowance  for  overhead  the  Com- 
mission says: 

"The  Commission  has  held  in  all  similar  cases  that, 

"  'Some  allowance  should  be  made  for  engineering,  supervision, 
contingencies,  incidental  expenditures,  and  a  general  contractor's 
profits.'  (Queens  Borough  Gas  and  Electric  Co.,  2  P.  S.  C.  R.  544 
at  561.) 

"This  principle  has  also  been  followed  in  Brooklyn  Borough  Gas  Co. 
Cases— 2  P.  S.  C.  R.  (1st  Dist.  N.  Y.)  620  at  633;  4  P.  S.  C.  R. 
(1st  Dist.  N.  Y.)  328  at  337.  Kings  County  Light  Co.  Case— 2  P. 
S.  C.  R.  (1st  Dist.  N.  Y.)  659  at  680. 

"As  in  the  Queens  Borough  Gas  and  Electric  Company  Case  (2  P. 
S.  C.  R.  (1st  Dist.  N.  Y.)  544  at  564)  'ordinarly  one  would  expect 
that  the  Company  itself  would  have  data  upon  which  to  base  an 
estimate  of  a  reasonable  allowance  for  these  items.  In  this  Case 
the  Company  has  produced  no  such  data,  and,  as  the  early  records 
are  missing,  an  estimate  must  be  based  upon  general  knowledge 
and  experience.' 

"In  this  Case  also  the  records  of  the  Bronx  Gas  and  Electric  Com- 
pany do  not  furnish  the  desired  information  and  a  conservative 
average  has  been  taken  of  the  allowance  made  by  this  and  other 
Commissions  in  analogous  cases. 

"These  allowances  are  shown  by  the  following  table: 

Engineering, 
Commission  and  Case  Supervision,  PreUminary 

Contractor's         and 
Profit,  etc.  Development 

N.  Y.  1st  District  (A)  (B) 

Brooklyn  Borough  Gas  Co. 

2P.S.C.R.  (1st  Dist  N.Y.)  620...' 22%  18% 

4  P.  S.  C.  R.  (1st  Dist.  N.  Y.)  328 16.5%  17% 

Queens  Borough  Gas  and  Electric  Co. 

2  P.  S.  C.  R.  (1st  Dist.  N.  Y.)  544 20%  16.7% 

Kings  County  Lighting  Co. 

2  P.  S.  C.  R.  (1st  Dist.  N.  Y.)  659 21.8%  12% 

N.  Y.  2nd  District 

Westchester  Light  Co.  (X) *21%  13% 

See  Note. 
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New  Jersey  Board  of  Public  Utility  Com- 
missioners 

Public  Service  Gas  Company  of  N.  J *17 . 6%  t30% 

Report  and  Order  Dec.  26-1912. 

(A)  Average  per  cent  added  to  cost  of  all  physical  property,  exclu- 
sive of  land. 

(B)  Percentage  on  present  value  of  physical  property,  including 
land. 

flncludes  going  concern  value. 

*Includes  interest  during  construction. 

(X)  Cases  Nos.  100,  474,  553,  1554,  1584,  all  decided  under  one 
case.     December  22,  1914.     P.  S.  C.  2nd  Dist.  Report  No.  194. 

Twenty  per  cent  is  taken  as  the  average  amount  allowed  by  this  and 
other  Commissions  in  these  various  cases  as  the  "overhead"  charge  for 
"engineering,  supervision,  and  contractor's  profits". 

In  a  supplementary  opinion,  Commissioner  Wood  says: 

"In  the  foregoing  opinion  I  have  recommended  that  an  allowance 
of  20%  should  be  made  for  'Contractor's  Profits',  'Engineering 
Supervision',  'Contingencies  and  Incidentals',  etc.,  over  and  above 
the  net  cost  of  the  property.  It  has  been  asserted  that  this  item 
is  too  large  and  should  be  reduced  to  10%. 

"I  believe  that  individuals  or  corporations  that  are  willing  to  invest 
their  funds  in  development  enterprises  or  in  the  securities  of  Public 
Utility  Companies  that  assist  in  opening  up  or  serving  new  territory 
deserve  fair  and  liberal  treatment.  And  further  that  the  investment 
of  funds  and  expenditures  such  as  these  should  be  encouraged  by 
those  in  authority  as  far  as  it  is  consistent  and  proper. 

"Every  Public  Utility  Corporation,  be  it  a  Gas,  Electric  Light  or 
Street  Railway,  always  aids  in  the  development  of  the  territory  it 
serves,  particularly  new  and  sparsely  settled  sections,  provided  it 
furnishes  proper  and  adequate  facilities. 

"During  the  construction 'period  of  Pubhc  Utility  Corporations 
many  and  varied  expenses  have  to  be  met,  contractors  must  be  al- 
lowed a  fair  profit,  or,  if  the  work  is  done  by  the  company  itself, 
proper  supervision  must  be  provided  for.  Engineers  must  be  em- 
ployed to  supervise  construction  and  installation  of  plant  and  equip- 
ment and  a  sum  must  be  set  aside  to  meet  unforeseen  contingencies 
which  are  bound  to  occur  in  every  undertaking  of  this  character. 

"In  appraising  the  plant  and  equipment  of  a  Public  Utility  Company 
a  fair  allowance  should  be  made  for  all  these  items. 

"Ten  per  cent,  for  'Contractor's  Profits',  five  per  cent,  for  'Engineer- 
ing Supervision'  and  ten  per  cent,  for  'Contingencies  and  Incidentals' 
are  allowances  that  are  figured  on  a  most  conservative  basis  when 


8        Rate     Research  71 


taken  individually.  I  have  taken  them  collectively  and  recom- 
mended that  an  allowance  of  20%  be  made  for  these  items.  In 
several  cases  as  decided  by  this  Commission,  a  larger  amount  has 
been  found  to  be  justified,  but  the  figure  I  have  taken  represents  a 
conservative  average  of  the  previous  allowances  that  have  been 
made  by  this  and  other  Commissions. 

"In  the  Kings  County  Case,  Peo.  ex  rel.  Kings  Co.  E,  L.  Co.  vs. 
Willcox,  156, 603;  aff'd  210  N.  Y.,  476,  an  allowance  for  these  items  of 
21.6%  arrived  at  in  this  manner  was  made  and  received  the  approval 
of  the  Appellate  Di\dsion. 

"Expenditures  such  as  these  must  be  made  and  provided  for  in  some 
form.  If  the  corporations  do  not  receive  fair  and  liberal  treatment 
and  are  denied  the  right  to  include  such  items  in  their  expenditures 
to  be  reimbursed  by  the  sale  of  securities,  extension  work  will  come 
to  a  stop.  There  will  be  no  inducement  or  encouragement  to  attract 
capital  to  assist  in  the  development  of  new  localities.  Proper  and 
necessary  additions  and  extensions  to  existing  plants  will  not  be 
made  and  new  enterprises  will  be  discouraged. 

"Six  per  cent,  and  over  can  be  secured  by  investing  in  the  first  mort- 
gage bonds  of  going  corporations  without  incurring  the  risk  that 
always  attends  new  development  undertakings. 

"In  appraising  the  plant  and  equipment  of  Public  Utility  Companies 
I  believe  that  the  same  principles  should  be  followed  and  the  same 
treatment  accorded  to  companies  that  have  already  constructed 
their  plants  as  is  accorded  to  new  corporations  just  starting  con- 
struction provided  conditions  are  similar.  Simply  because  a  cor- 
poration has  already  constructed  its  plant  and  has  its  funds  invested 
which  it  cannot  take  out,  does  not  alter  the  treatment  it  should 
receive,  nor  the  principles  that  should  be  followed  in  making  the 
appraisal. 

"This  and  other  Commissions  have  adopted  this  practice  invariably 
in  the  past  and  in  all  decided  cases  have  made  allowances  in  ac- 
cordance with  the  principles  I  have  mentioned.  As  stated  above, 
more  liberal  figures  have  been  taken  in  a  number  of  instances  than 
that  which  I  have  recommended. 

"Similar  arguments  apply  and  the  same  principles  should  be  fol- 
lowed in  the  allowances  that  should  be  made  for  'Preliminary  and 
Development  Expenses.' "... 

315.1— Going  Value. 

"The  Bronx  Gas  and  Electric  Company  was  incorporated  in  1893 
and  commenced  business  in  1895.  The  electrical  industry  was  then 
in  its  infancy.  The  gas  business  had  not  advanced  to  its  present 
state  of  development  and  was  then  in  a  comparatively  crude  state 
as  compared  with  that  of  the  present  day.  The  Company's  fran- 
chise rights  and  field  of  operations  covered  a  sparsely  settled  terri- 
tory, which  extends  over  a  large  area,  the  socalled  Annex  District 
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in  the  Bronx.  In  short,  it  was  a  period  when  investors  in  pubUc 
utiUty  corporations  expected  a  larger  return  upon  their  investment 
than  they  can  today. 

"The  Company  had  then  as  now  the  question  before  it  of  its  abiUty 
to  market  its  bonds  and  so  raise  funds  to  meet  the  requirements  of 
the  territory  it  served. 

"I  believe  that  Public  Utility  Companies,  especially  those  beginning 

business  in  new  territory,  are  entitled  to  a  legitimate  sum  for  certain 

expenses  that  must  be  met  before  the  plant  can  commence  operation. 

'"This  Commission  has  recognized  these  conditions  in  all  similar 

cases  that  have  come  before  it  and  has  made  allowances  accordingly. 

''This  is  specifically  set  forth  in  the  opinion  adopted  in  the  Queens 

Borough  Gas  and  Electric  Company  Case,  2  P.  S.  C.  R.  (1st  Dist. 

N.  Y.)  544  at  564." 

The  opinion  then  cites  holdings  from  the  Queens  Borough  case  in  which 

an  allowance  of  16.7%  was  made,  the  second  Reorganization  Plan 

Third  Avenue  R.  R.  Co.  (2  P.  S.  C.  R.  (1  D)  pp.  405,  407)  in  which  the 

allowance  was  18%,  and  the  Kings  County  Lighting  Co.  case  (2  P.  S. 

C.  R.  (ID)  p.  686).  and  concludes: 

"Taking  12%  as  a  conservative  average  of  these  allowances,  I  be- 
lieve that  the  sum  of  $107,020,  or  12%,  should  be  allowed  the  Bronx 
Gas  and  Electric  Company  to  cover  this  charge  for  'Preliminary  and 
Development  Expenses.' " 


ARIZONA 

540— Minimum  Charge. 

Douglas  Gas  Corporation,  Application  For  Authority  to  Establish 
a  Minimum  Charge.  Decision  of  the  Arizona  Corporation  Com- 
mission, Granting  the  Application.  September  23,  1915.  Public 
Utilities  Reports  1915-E.     p.  1063. 

The  franchise  granted  the  Douglas  Gas  Corporation  by  the  City  of 
Douglas  names  the  rates  to  be  charged  for  gas  service  and  a  minimum 
charge  is  not  provided. 

224.5— Rates  Fixed  by  Contract. 

The  opinion  says: 

"The  Commission  has  been  very  cautious  in  this  case  to  ascertain 
the  equities  in  the  premises,  to  the  end  that  no  order  should  be 
made  that  would  abrqgate,  or  tend  to  abrogate,  a  lawful  contract. 
"Docket  No.  125,  Tempe  v.  Mountain  States  Teleph.  &  Teleg.  Co. 
P.  U.  R.  1915-D,  716,  was  a  case  in  which  by  franchise,  the  incor- 
porated town  of  Tempe  attempted  to  specify  the  rate  to  be  charged 
for  telephones  within  its  corporate  limits.  The  franchise  in  that 
case  also  stipulated  that  a  certain  number  of  free  telephones  should 
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be  installed  for  the  use  of  certain  officers  in  said  town.  This  Com- 
mission, in  passing  upon  the  legality  of  the  provisions  of  said  fran- 
chise regulating  and  specifying  the  rates  to  be  charged,  said:  'We 
find  that  no  such  power  as  would  be  necessary  to  regulate  the  rates 
of  such  service  corporations  within  its  borders  was  ever  delegated  by 
the  legislature  of  the  territory  of  Arizona  to  the  town  of  Tempe.' 

"The  same  rule  will  apply  in  this  case.  The  legislature  of  the 
state  or  territory  is  vested  with  power  to  regulate  the  rates  of  public 
service  corporations,  unless  that  power  is  delegated  to  some  other 
department  of  the  state  government.  The  franchise  authorizing  the 
construction  and  operation  of  the  gas  plant  owned  by  petitioner  was 
granted  by  the  city  of  Douglas  while  Arizona  wa^  under  a  territorial 
form  of  government.  At  that  time  the  power  to  regulate  rates  of 
public  service  corporations  was  vested  in  the  territorial  legislature. 
We  are  unable  to  find  in  any  act  of  said  legislature  where  this  power 
was  ever  delegated  to  the  city  council  of  the  city  of  Douglas.  It 
therefore  follows  that  any  attempt  by  the  city  of  Douglas  to  regulate 
the  rates  of  public  service  corporations  within  its  limits  was  without 
authority  of  law." 

540— Minimum  Charge. 

"The  necessity  of  charging  a  reasonable  minimum  monthly  bill  to 
consumers  who  use  little  or  no  gas  or  electricity  in  any  one  month  is 
recognized  generally  by  regulatory  Commissions  throughout  the 
country.  Meek  v.  Consumers'  Electric  Light  &  Power  Co.  P.  U.  R. 
1915-A,  981  (7  Rate  Research  58)  and  Ladysmith  Lighting  Com- 
pany, P.  U.  R.  1915-A,  1065  (7  Rate  Research  68)." 

The  company  is  authorized  to  put  in  effect  a  minimum  charge  of  75 
cents  until  such  time  as  the  Commission  may,  upon  complaint  or  other- 
wise, place  a  value  upon  the  properties  of  petitioner  and  adjust  the 
rates  charged  to  its  consumers  in  the  city  of  Douglas. 

NEW  YORK 

781 — ^Adequacy  of  Service. 

New  York  Central  and  Hudson  River  Railroad  Company.  Petition 
For  Authority  to  Discontinue  Mahopac  Falls  as  a  Passenger  Station. 
Decision  of  the  New  York  Public  Service  Commission  (2-D)  Dis- 
cussing the  Commission's  Jurisdiction  in  the  Matter.  September 
29,  1915. 

The  application  is  for  authority  to  discontinue  a  particular  class  of 

service.     The   opinion,    written   by   Commissioner   Carr,    states   that 

there  is  no  specific  provision  in  the  statutes  of  the  State  of  New  York 

permitting  the  Public  Service  Commission  to  authorize  a  railroad  to 

discontinue  the  operation  of  its  trains  for  the  carrying  of  passengers. 

"We  are  of  the  opinion  that  the  Commission  can  not  make  an  order 

permitting  the  company  to  discontinue  a  service  which  is  provided 

for  in  its  charter  and  for  which  it  was  presumably  incorporated. 
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On  the  other  hand,  there  is  nothing  in  the  statutes  which  requires 
the  Railroad  company  to  come  to  the  Commission  and  make  appH- 
cation  for  permission  to  discontinue  the  operation  of  its  passenger 
trains  on  its  railroad,  but  in  the  event  that  it  should  discontinue  all 
of  its  passenger  service  the  public  is  given  ample  protection  because 
the  Commission  has  the  power  under  the  statutes  to  require  the 
Railroad  company  to  operate  sufficient  trains  to  give  proper  service 
to  the  traveling  public.  It  seems  to  us  that  this  is  the  situation  in 
the  present  case.  If  the  railroad  company  should  discontinue  the 
operation  of  its  passenger  trains,  then  a  complaint  could  be  filed 
with  the  Commission  alleging  that  no  passenger  service  was  being 
given  on  this  branch  road,  and  then  the  question  would  be  squarely 
presented  for  the  consideration  of  the  Commission  as  to  whether  or 
not  there  was  traffic  justifying  the  respondent  in  operating  passenger 
trains  over  this  railroad,  and  if  so,  the  Commission  would  be  in  a 
position  to  order  this  service  restored. 

"The  duty  of  a  railroad  corporation  is  to  perform  the  service  for 
which  it  was  incorporated,  and  the  determination  of  the  facts  in 
this  respect  and  the  power  of  requiring  service  on  the  railroads  is 
now  vested  in  the  Public  Service  Commission.  Prior  to  the  time 
when  the  Public  Service  Commission  Law  was  enacted,  the  remedy 
to  compel  a  railroad  company  to  perform  its  duty  as  a  common 
carrier  was  by  way  of  mandamus  instituted  by  the  State  to  compel 
the  railroad  company  to  carry  out  its  obligations  to  the  State.     .     . 

(People  vs.  The  New  York  Central  and  Hudson  River  Railroad  Com- 
pany, reported  in  28  Hun.,  p.  544.)" 

WISCONSIN 
580 — Terms  and  Conditions. 

Bloomer  Electric  Light  and  Power  Company.  Application  For 
Authority  to  Increase  Rates.  Decision  of  the  Wisconsin  Railroad 
Commission,  Fixing  Rates  and  Conditions  of  Service  to  Rural  Con- 
sumers.    September  24,  1915. 

The  petition  alleges  that  the  company  cannot  serve  rural  consumers 
without  loss  under  its  present  rates  and  asks  that  rural  consumers  be 
required  to  build  their  own  service  lines  and  install  transformers  and 
necessary  protection  devices,  the  company  to  render  service  at  regular 
rates,  except  for  a  special  minimum  bill  applying  to  the  rural  service. 
The  Commission  says: 

"The  increasing  demand  for  electric  service  from  rural  districts 
presents  new  problems  for  the  electric  utility.  Chief  among  those 
are  questions  relating  to  the  obligation  of  the  company  to  serve  such 
consumers,  the  duty  to  furnish  service  equipment,  and  the  matter 
of  rates  chargeable  for  such  service." 

Before  taking  up  the  question  of  the  minimum  bill,  the  Commission 
takes  up  the  obligation  of  the  company  to  furnish  equipment. 
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226.2 — ^Extension  of  Service. 

The  Commission  points  out  the  wide  dissimilarity  between  rural  and 
urban  service  with  respect  to  the  installation  of  a  service  line. 

"The  question  of  line  extension  cost,  rather  than  the  cost  of  other 
equipment,  is  the  one  variable  factor  in  the  situation.  In  order  to 
work  out  a  rate  that  is  not  discriminatory,  it  is  necessary  to  eliminate 
as  far  as  possible  the  variable  factors.  If  the  rural  extensions  were 
of  uniform  length  and  it  were  found  reasonable  to  require  the  com- 
pany to  install  them,  then  an  average  rate  would  meet  the  situation. 
Since  this  is  impossible,  the  elimination  of  line  extensions  seems 
necessary.  This  would  mean  that  this  cost  should  be  borne  by  the 
consumers. 

"Since  a  utility  is  bound  to  furnish  service  and  since  the  consumer 
is  under  no  obligations,  save  when  under  contract,  to  continue  to 
use  this  service,  it  would  seem  unreasonable  to  expect  the  utility  to 
install  a  long  service  line  without  an  assurance  of  continued  use. 
When  the  consumer  must  spend  from  $100  to  $300  in  the  construc- 
tion of  his  own  line,  it  stands  as  an  expression  of  probable  continued 
use,  otherwise  the  investment  of  the  consumer  would  be  wasted. 

"While  it  may  be  claimed  that,  in  the  event  of  discontinued  service, 
the  utility  is  in  a  better  position  to  make  use  of  the  line  material,  it 
should  still  be  remembered  that  the  cost  of  salvaging  such  a  line  is 
not  small,  and  that  this  cost,  if  loaded  upon  the  reconstruction  of 
the  line  for  a  new  consumer,  would  bring  the  cost  up  to  about  that 
of  a  new  service  line,  without  securing  the  same  prospective  life  as  a 
new  service  would  have. 

"The  question  of  revenue  derivable  from  this  service  as  determining 
the  feasibility  of  requiring  the  company  to  install  the  service  lines 
does  not  appear  pertinent  in  this  case,  as  equity  to  all  consumers 
could  not  be  done  by  establishing  a  uniform  rate  for  rural  service 
based  on  average  costs. 

"So  far  as  line  extension  is  concerned,  then,  the  request  of  the 
petitioner  that  consumers  shall  furnish  this  part  of  the  equipment  is 
reasonable." 

The  commission  says,  however,  that  this  is  a  statement  of  a  general 
principle,  and  the  general  principle  must  be  modified  to  meet  individual 
situations  as  presented. 

In  regard  to  transformers  and  lightning  arresters,  the  decision  says : 

"A  utility  is  ordinarily  bound  to  furnish  safe  and  usable  current. 
This  principle  holds,  then,  that  the  petitioner  company  should  fur- 
nish transformers  and  lightning  arresters.  This  is  an  expense  that 
can  be  supported  by  the  rates  charged,  and  is  distinguishable  from 
the  matter  of  extension  of  lines  in  that  the  investment  required  per 
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consumer  is  much  more  standard  and  uniform  than  in  the  latter  case. 
An  adequate  demand  charge  or  minimum  bill  saves  the  utility  from 
loss.  The  mere  fact  that  the  investment  is  somewhat  larger  than 
an  urban  consumer  would  require  cannot  constitute  a  sufficient 
reason  for  forcing  the  rural  consumer  to  buy  all  of  his  own  equip- 
ment. Rendering  service  of  this  kind  in  rural  districts  has  hitherto 
been  regarded  by  utilities  in  general  too  much  as  a  favor  extended, 
to  which  their  common  law  obligations  did  not  attach.  Where  a 
utility  has  undertaken  to  supply  a  rural  district,  it  must  do  so  with- 
out discrimination,  supplying  the  necessary  equipment  where  this 
can  reasonably  be  done.  We  have  found  that,  in  this  case,  the  in- 
stallation of  rural  services  cannot  reasonably  be  required  of  the 
company,  but  we  cannot  find  that  the  company  should  not  be  re- 
quired to  furnish  transformers  and  protection  devices." 

540 — Minimum  Charge. 

Having  fixed  the  practice  regarding  the  furnishing  of  equipment,  the 
Commission  takes  up  the  matter  of  determining  a  proper  minimum 
bill  for  rural  consumers,  as  follows. 

"The  minimum  bill  allowable  can  now  be  determined  upon  the  basis 
of  installation  of  equipment  as  is  hitherto  found  reasonable.  The 
following  estimate  shows  about  what  the  bare  cost  of  supplying  a 
consumer  would  be,  without  considering  fixed  charges  on  any  por- 
tion of  the  transmission  system  or  any  part  of  the  general  expenses. 
The  average  investment  by  the  company  is  assumed  to  be  about 
$150  and  the  bare  cost  of  current,  including  line  and  transformer 
loss,  to  be  2  cents  per  kw.  hour. 

Minimum  Bill  Estimates. 

Interest,  Depreciation  and  Taxes  on  average  in- 
vestment, 13%  on  $150 $20.00 

Reading  meters 4 .  00 

Current 6.00 

Total $30.00 

Or,  per  month 2 .  50 

"The  additional  cost  to  the  consumer  who  has  a  service  line  a  mile 
long,  in  lost  interest  and  depreciated  capital  will  be  about  as  much 
more  per  month. 

"The  foregoing  expense  is  based  upon  the  assumption  that  lighting 
service  only  is  taken.  If  two  meters  are  installed  and  power  service 
is  also  rendered,  the  fixed  expenses  per  service  are  decreased  pro- 
portionately. Inasmuch  as  these  estimates  must  be  based  on  as- 
sumption of  the  amount  of  the  connected  loads,  the  results  them- 
selves can  only  be  taken  as  indications  or  approximations.     How- 
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ever,  it  would  appear  that  if  lighting  service  alone  is  taken,  the 
minimum  bill  of  $2.50  per  month  is  reasonable,  if  power  service 
alone  is  taken,  the  regular  demand  charge  is  reasonable  provided 
that  a  minimum  of  $2.50  per  month  is  established,  or  that  if  both 
services  are  taken  the  minimum  of  $2.50  for  lighting  service  should 
apply,  with  the  minimum  for  power  service  based  solely  on  the 
present  demand  charge  of  75  cents  per  horsepower,  per  month 
without  stipulation  as  to  minimum  except  that  perhaps  installations 
of  less  than  1  H.  P.  should  be  counted  as  1  H.  P." 

An  order  is  issued  in  accordance  with  the  above  holdings. 


WISCONSIN 

580 — Terms  and  Conditions. 

Richland  Telephone  Company,  Investigation  on  Motion  of  the 
Wisconsin  Railroad  Commission  of  the  Companv's  Service  Rules. 
September  17,  1915. 

A  number  of  the  complaints  brought  before  the  Commission  arose 
from  the  company's  rule  providing  for  the  disconnection  of  service  if 
the  telephone  rental  is  not  paid  on  or  before  the  fifteenth  of  the  month. 

The  Commission  says: 

"A  telephone  utility  is  required  to  render  adequate  service  at  reason- 
able rates,  and  in  fixing  such  reasonable  rates  it  is  ordinarily  assumed 
that  all  rentals  will  be  paid  and  paid  promptly.  Under  such  cir- 
cumstances it  is  entirely  permissible  for  a  utility  to  require  payment 
in  advance  for  a  reasonable  period.  The  experience  of  many  tele- 
phone companies,  whose  financial  status  has  been  examined  by  the 
Commission,  indicates  that  where  payment  is  not  required  until 
after  the  service  is  rendered,  many  uncollectible  bills  are  found  on 
the  books,  resulting  in  a  serious  handicap  in  meeting  current  obliga- 
tions. It  being  permissible  to  require  prepayment  of  rentals,  it 
follows  that  reasonable  measures  for  securing  prompt  payment  in 
advance  are  justified.  In  the  present  case  the  subscribers  are 
notified  in  the  printed  directory  that  payment  is  due  on  the  first  of 
the  month  and  is  to  be  made  prior  to  the  fifteenth  of  the  month  in 
advance.  The  collector  makes  one  call  prior  to  the  tenth,  and  on 
the  tenth  notice  is  mailed  to  the  subscriber  enclosing  a  bill  which 
specifically  reminds  him  of  the  disconnection  rule.  It  can  scarcely 
be  held  unreasonable  to  require  a  patron  to  pay  his  rental  within  15 
days  after  it  is  due.  If  he  does  not  wish  to  be  annoyed  with  monthly 
statements  and  collections,  the  company  will  no  doubt  be  glad  to 
accept  payment  in  advance  for  as  long  a  period  as  the  patron  may 
designate.  The  existing  rule  should  work  no  hardship  on  any  sub- 
scriber if  he  meets  his  obligations  with  reasonable  promptness." 
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PENNSYLVANIA 

200 — Extension  of  Service. 

SiSK  V.  Abington  Electric  Company,  Asking  that  the  Respondent 
Be  Required  to  Furnish  Service  to  the  Applicant.  Decision  of  the 
Pennsylvania  Public  Service  Commission,  Ordering  that  the  Service 
Be  Furnished.     September  24,  1915. 

The  applicant  for  service  lives  in  a  built-up  portion  of  the  Borough  of 
Factoryville.  The  company  has  refused  to  make  an  extension  to 
serve  the  applicant,  unless  it  receives  a  special  payment  in  addition  to 
its  regular  rates.  The  Commission  finds  that  the  outlay  which  the 
company  would  have  to  make  in  order  to  supply  complainant  with 
service  is  not  large,  and  would  be  in  preparation  to  supply  other  demands 
which  will  no  doubt  arise  from  the  same  section  in  the  near  future. 
The  company  is  ordered  to  install  the  necessary  equipment  and  serve 
the  applicant  at  its  regular  rates. 


The  Commission  says: 

"We  do  not  think  that  any  public  service  company  has  the  right  nor 
should  adopt  a  policy  whereby  it  will  only  serve  such  customers  as 
are  remunerative  at  the  time  of  installation. 

"When  a  public  service  company  secures  a  charter  from  the  State 
and  a  franchise  from  a  municipality  in  which  it  seeks  to  operate 
it  owes  a  duty  to  the  public  therein,  which  it  cannot  perform  by  only 
serving  such  of  the  inhabitants  thereof  as  it  may,  for  reasons  of  its 
own,  determine.  We  think  it  should  make  a  reasonable  effort  and  be 
compelled  to  serve  all  of  the  public  in  such  municipality  that  can  be 
reached  by  a  reasonable  outlay  of  its  capital,  and  the  service  to  be  ren- 
dered to  the  public  therein  should  be  considered  as  a  whole  and  not 
from  the  individual  standpoint  of  the  profitable  patrons  only.  That  a 
public  service  company  should  have  the  right  to  pick  out  the  profit- 
able customers  and  leave  all  others  without  service,  would  not,  in 
our  opinion,  be  rendering  such  public  service  as  the  law  contemplates. 

"Of  course,  just  how  far  a  public  service  company  should  be  re- 
quired to  go  in  making  extensions  to  serve  its  patrons  is  often  a 
difficult  matter  to  determine  and  each  extension  must  be  determined 
from  the  facts  surrounding  the  same.  Any  unreasonable  extension 
should  not  be  required;  on  the  other  hand,  when  a  public  service  com- 
pany enters  upon  its  duties  to  render  a  public  service  in  a  community 
it  should  be  compelled  to  render  such  a  general  service  as  the  reason- 
able demands  of  the  community  at  such  time  and  in  the  near  future 
may  require,  and  proper  provisions  should  be  made  therefor,  even 
to  the  extent  of  making  extensions  that  will  meet  reasonable  demands 
that  will  be  made  of  it  in  the  future. 
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REFERENCES 
RATES 

580 — Terms  and  Conditions  of  Service. 

Rules  and  Information  Pertaining  to  Electric  Service,  Meters,  Wiring 
and  Motors.  Pamphlet  Issued  by  the  Commonwealth  Edison  Com- 
pany.    86  pages. 

The  Commonwealth  Edison  Company  has  issued  a  printed  pamphlet  containing 
its  rules  and  regulations  as  filed  with  the  Illinois  Public  Utilities  Commission, 
June  1,  1915.  The  published  rules  are  for  the  purpose  of  acquainting  customers, 
contractors,  architects  and  engineers  with  the  company's  requirements  pertain- 
ing to  the  installation  of  service  connections,  meters,  wiring,  motors  and  other 
appliances  which  are  to  be  supplied  with  electricity  from  the  mains  of  the  com- 
pany. 

INVESTMENT  AND  RETURN 

300 — Investment  and  Return. 

Chesapeake  and  Potomac  Telephone  Company  of  Baltimore  City. 
Briefs  Prepared  for  the  Maryland  Public  Service  Commission  in 
The  Rate  Investigation.     October  1,  1915. 

In  the  investigation  of  the  rates  of  the  Chesapeake  and  Potomac  Telephone  Com- 
pany, briefs  have  been  prepared  by  Osborne  I.  Yellott,  Assistant  General  Counsel 
of  Maryland  Commission,  covering  fair  value,  fair  return,  depreciation,  intan- 
gibles, construction  overheads,  and  easements. 

310— Valuation. 

Federal  Valuation  of  the  Railroads  of  the  United  States.  Brief 
Filed  with  the  Interstate  Commerce  Commission  on  Behalf  of  the  Rail- 
road Companies  Represented  by  the  Presidents'  Conference  Committee. 
September  1,  1915.    544  pages. 

The  brief  discusses  the  principles  and  questions  arising  in  connection  with  the 
federal  valuation  of  railroads.  The  discussion  is  divided  imder  nine  subjects  as 
follows:  I.  The  reasons  for  the  enactment  of  the  valuation  act  of  March  1,  1913; 
II.  Cost  of  reproduction  new;  III.  The  determination  of  unit  prices;  IV. 
Appreciation  and  depreciation;  V.  Land;  VI.  The  meaning  of  the  phrase 
"Owned  or  used  for  the  purposes  of  a  common  carrier";  VII.  The  act  requires 
a  valuation  of  all  the  property  owned  or  used  by  each  carrier,  including  therein 
property,  the  cost  of  which  was  charged  to  expenses  or  surplus;  VIII.  The 
other  values  and  elements  of  value;   and  IX.    The  form  of  the  valuation  reports. 

310— Valuation. 

Valuation  of  Public  Utility  Properties,  by  F.  J.  Rankin.  Read 
Before  the  Colorado  Electric  Light,  Power  and  Railway  Association, 
Glenwood  Springs,  Colorado.     September  23,  1915. 

Mr.  Rankin,  Engineer  of  the  Colorado  Public  Utilities  Commission,  gives  a  brief 
discussion  of  valuation  for  rate  making,  covering  overhead  charges,  working 
capital,  going  value  and  depreciation. 
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GENERAL 

980 — Public  Relations. 

Municipal  Co-operation  in  Utility  Management,  by  Philip  J. 
Kealy.     Electric  Railway  Journal,  October  23,  1915.  p.  861,  3  pages. 

This  paper,  which  was  presented  by  Mr.  Kealy  before  the  American  Institute  of 
Electrical  Engineers  in  St.  Louis,  Missouri,  was  noted  in  8  Rate  Research  32. 

COURT  DECISION  REFERENCES 

810 — Municipal  or  Local  Regulation  of  Utilities. 

York  Water  Co.  v.  City  of  York.  Decision  of  Supreme  Court  of 
Pennsylvania.     May  26, 1915.     95  Atlantic  396. 

The  City  of  York,  a  city  of  the  third  class,  issued  an  ordinance  to  compel  the 
York  Water  Company  to  install  meters  when  requested  to  do  so  by  any  consumer, 
without  charge  or  expense  to  the  consumer. 

The  court  points  out  that  this  is  an  attempt  to  regulate  the  affairs  of  the  water 
company  so  that  "imjust  and  exorbitant  charges"  may  not  be  exacted  from 
consumers,  and  holds  that  any  power  cities  may  have  had  to  so  regulate  a  public 
utility  has  been  superseded  by  the  enactment  of  the  Public  Service  Company  Law. 
The  decree  of  the  lower  court  granting  an  injunction  to  restrain  the  city  from 
enforcing  the  ordinance  is  upheld.     The  Court  says: 

"There  can  be  no  reasonable  doubt  that  the  legislative  intention  was  to  make 
the  Public  Service  Act  the  supreme  law  of  the  state  in  the  regulation  and  super- 
vision of  public  service  corporations,  and,  this  being  so,  it  follows  as  a  neces- 
sary sequence  that  all  laws  inconsistent  with  the  powers  thus  conferred  must 
be  held  to  be  repealed  or  supplied  thereby.     .     .     . 

"We  do  not  mean  to  be  understood  as  saying  that  cities  of  the  third  class,  or 
of  any  other  class,  for  that  matter,  may  not  under  their  police  powers  pre- 
scribe reasonable  regulations  as  a  protection  to  the  health,  lives,  property 
and  safety  of  their  inhabitants  even  as  applied  to  public  service  corporations. 
But  such  regulations  are  incidents  of  the  police  power,  and  must  be  so  restricted. 
Under  the  guise  of  a  police  regulation  cities  cannot  undertake  to  determine 
the  reasonableness  of  rates  charged  by  public  service  corporations,  nor  can 
they  prescribe  regulations  relating  to  the  facilities,  service  and  business  of 
such  corporations.  These  are  the  functions  of  the  Public  Service  Commission 
and  must  be  so  regarded." 

OTHER  PUBLICATIONS 

The  Journal  of  Accountancy,  published  monthly  by  the  Ronald 
Press  Company,  61  Navy  Street,  Brooklyn,  N.  Y.,  or  20  Vesey  Street, 
New  York  City.     $3.00  per  year. 

The  above  magazine,  which  is  the  official  organ  of  the  professional  accountants 
of  the  United  States,  has  been  added  to  the  list  of  magazines  regularly  reviewed 
by  Rate  Research.     The  complete  list  was  published  in  8  Rate  Research  35. 
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COMMISSION  DECISIONS 
IDAHO 

300 — Investment  and  Return. 

The  City  of  Sandpoint  v.  Sandpoint  Water  and  Light  Company, 
Alleging  That  The  Rates  For  Water  Service  Are  Unreasonable  and 
Excessive.  Decision  of  the  Idaho  Public  Utilities  Commission, 
Fixing  Rates.     October  2,  1915. 

The  decision  of  the  Commission  fixing  rates  for  water  service  in  Sand- 
point contains  a  number  of  important  holdings  on  questions  of  invest- 
ment and  return  which  are  covered  in  the  following  abstract.  The 
case  has  been  before  the  Commission  for  some  time  and  the  decision 
has  been  withheld,  pending  the  final  determination  of  some  of  the 
points  involved  in  other  cases  before  the  Supreme  Court  of  the  State. 

312.75— Services  Paid  For  by  Consumers. 

The  engineer  for  the  complainant  made  no  allowance  for  the  item  of 
"consumers'  connections"  on  the  ground  that  it  had  formally  been  the 
practice  of  the  defendant  to  charge  to  the  consumer  this  cost  of  making 
service  connections. 

"The  records  show  that  prior  to  1908  the  cost  of  such  connections 
was  assessed  against  the  property  owners,  and  that  subsequent  to 
that  time,  following  a  decision  of  the  State  Supreme  Court,  the  cost 
of  such  service  connections  has  been  borne  by  the  defendant.  .  .  . 
There  is  nothing  in  the  record  to  show  that  persons  who  paid  the 
cost  of  service  connections  are  now  patrons  of  the  defendant  or  that 
the  premises  with  which  such  service  connections  were  made  are  now 
held  by  the  property  owners  against  whom  the  cost  of  such  connec- 
tions was  assessed.  The  adjustment  of  any  claims  on  account  of 
charges  made  for  service  connections  in  the  past  is,  in  the  opinion 
of  the  Commission,  a  question  for  determination  by  the  courts 
rather  than  by  this  Commission.  All  mains  and  service  pipes  of  the 
system  laid  in  the  streets  and  alleys  of  Sandpoint  should  be  owned 
by,  and  placed  in  positions  at  the  expense  of,  the  defendant." 

Editorial  Note — All  indented  matter  is  direct  quotation. 
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314 — Overhead  Charges. 

The  Commission  discusses  the  various  claims  and  estimates  of  overhead 
charges,  submitted  by  the  engineers  for  the  company,  the  city  and  the 
Commission,  and  says: 

''While  it  appears  that  all  the  interest  during  construction  which 
was  actually  paid  was  received  from  operating  revenue,  and  while 
there  is  no  evidence  tending  to  show  that  the  defendant  ever  paid 
out  any  amount  as  brokerage  fees,  the  Commission  has  given  due 
consideration  to  all  of  the  items  of  miscellaneous  construction  and 
equipment  expenditures,  including  the  item  of  working  capital,  and 
finds  that  an  allowance  of  15%  of  the  value  of  the  physical  properties 
.  .  .  to  cover  all  such  items  would  be  just  and  reasonable,  viz., 
$15,043.95." 

314.22— Franchises. 

"In  the  Pocatello  Water  case,  F-1  the  Commission  disallowed  all 
claims  for  value  of  franchise.  The  Supreme  Court  of  this  state,  in 
the  case  of  Murray  vs.  Public  Utilities  Commission,  (7  Rate 
Research  363),  recently  decided,  held  that  the  Commission  did 
not  err  in  refusing  to  consider  the  matter  of  the  value  of  the 
franchise.  The  court  found,  however,  in  that  case,  that  the 
possession  of  a  valid,  existing  franchise  to  operate  a  utility  had  not 
been  established.  'As  to  whether  the  value  of  a  franchise  should  be 
considered  in  fixing  the  value  for  rate  making  purposes, — quaere.'  " 

One  consideration  in  the  granting  of  defendant's  franchise  in  the  City 
of  Sandpoint  was  the  furnishing  of  water  for  street  sprinkling  and  for 
fire  protection  free  of  charge.  For  the  purpose  of  determining  the 
value  of  the  franchise,  the  company's  engineer  capitalized  an  assumed 
value  of  such  free  service  to  the  city.  The  complainant,  on  the  other 
hand,  contends  that  by  reason  of  defendant's  plant  having  been  con- 
structed to  meet  the  franchise  requirements  as  to  pressure,  any  addi- 
tional cost  of  construction  by  reason  of  such  franchise  requirement  will 
be  allowed  for  in  the  value  of  the  physical  property. 

The  Commission  says: 

"This  Commission  has  heretofore  said,  in  deciding  cases  coming 
before  it,  that  the  furnishing  of  free  service  to  a  municipality  is  not 
looked  upon  with  favor.  The  granting  of  such  free  service  shifts 
the  burden  of  cost  from  the  general  taxpayers  or  property  owners, 
where  it  rightfully  belongs,  to  the  consumers,  who  must  pay  more 
for  the  service  rendered  by  reason  thereof.  The  Commission  has, 
therefore,  in  this  case,  fixed  the  rates  to  be  charged  for  street  sprink- 
ling and  for  protection  against  fire. 

"A  franchise  undoubtedly  has  a  value  as  a  privilege  and  protection 
to  the  utility,  for  without  it  the  plant  has  no  life  and  consequently 
no  value  above  its  junk  value.  A  franchise,  however,  cannot  be 
said  to  be  property  used  for  the  benefits  of  the  public.  It  is  secured 
and  used  for  the  benefits  of  the  utility,  and,  aside  from  an  allowance 
to  cover  the  cost  of  the  acquisition,  we  see  no  better  grounds  for 
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allowing  a  utility  to  earn  a  return  on  the  value  of  its  franchise  than 
we  do  for  making  an  allowance  for  the  value  of  its  certificate  of  con- 
venience and  necessity,  or  in  case  of  this  defendant,  the  value  of  its 
acquired  right  as  a  foreign  corporation  to  do  business  in  this  State. 

"In  this  case,  we  find  no  cost  to  the  defendant  on  account  of  its 
franchise,  except  that  allowed  in  other  items,  and  have  made  no 
allowance  for  franchise  value,  as  such." 

315.1— Going  Value. 

"In  arriving  at  the  value  of  defendant's  water  system,  the  Com- 
mission has  considered  the  earnings  of  the  defendant  in  the  past, 
the  cost  of  reproducing  the  present  earnings,  as  well  as  developing 
the  business,  and  the  cost  of  furnishing  free  service  to  the  complainant, 
and  while  the  Commission  makes  no  definite  findings  as  to  the  going 
value,  it  has  considered  defendant's  plant  as  a  going  concern,  in 
actual,  successful  operation." 

354.1 — Surplus  Devoted  to  Capital  Expenditures. 

"The  records  indicate  that  a  considerable  portion  of  defendant's 
system  has  been  paid  for  out  of  what  might  now  appear  to  be  exces- 
sive earnings,  due,  as  claimed  by  complainant,  to  excessive  rates  in 
the  past.  The  Commission,  however,  will  make  no  deduction  to 
offset  any  real  or  fancied  excessive  earnings  in  the  past  in  view  of  the 
fact  that  the  defendant  was  then  operating  in  the  absence  of  State 
regulation  and  protection  now  afforded  it  under  the  Public  Utilities 
Act,  as  well  as  in  view  of  the  unknown  future  prosperity  and  develop- 
ment of  the  territory  served,  at  the  time  the  defendant  embarked 
in  the  enterprise  now  under  investigation." 

319.1— Water  Power  Rights. 

"This  Commission  has  heretofore  in  the  Pocatello  water  case,  F-1, 
refused  to  place  any  value  upon  water  rights  as  an  element  in  fixing 
rates,  except  to  the  extent  of  the  actual  cost  of  procuring  same. 
This  action  of  the  Commission  has  recently  been  held  by  our  State 
Supreme  Court,  in  the  case  of  Murray  vs.  Public  Utilities  Commis- 
sion (7  Rate  Research  363)  to  be  ei'ror.  In  this  case  following 
the  decision  of  the  Supreme  Court  of  the  United  States  in  the  case 
of  San  Joaquin  and  Kings  River  Canal  and  Irrigation  Co.  vs.  County 
of  Stanislaus,  233  U.  S.,  454;  58  L.  Ed.  1041,  rendered  after  this 
Commission's  decision  in  the  Pocatello  Water  case,  our  Supreme 
Court  held  that  'the  original  cost  is  not  at  all  conclusive,  if  it  can  be 
shown  that  it  now  has  a  different  value,  although  the  original  cost 
is,  as  in  all  cases,  an  element  which  may  be  considered.'  It  there- 
fore becomes  necessary  for  this  Commission  to  allow  a  value  for 
defendant's  water  rights,  regardless  of  the  manner  or  cost  of  its 
acquisition." 

Various  methods  of  estimating  the  value  of  the  defendant's  water 
rights  were  suggested  and  a  number  of  estimates  submitted  to  the 
Commission.  An  attempt  was  made  to  determine  the  value  of  the 
water  if  it  were  to  be  used  in  the  development  of  power  or  for  irrigation 
purposes.     The  Commission  says: 
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"Evidence  of  this  character  is  undoubtedly  worthy  of  consideration, 
and  the  Commission  has  fully  considered  all  of  the  evidence  in  this 
case.  However,  we  are  convinced  that  the  adoption  of  any  one  of 
the  methods  here  employed,  for  the  purpose  of  determining  the 
present  fair  value  of  defendant's  water  rights,  as  a  hard  and  fast 
rule,  especially  in  the  case  of  a  regulated  monopoly,  would  lead  to 
serious  error,  and  the  Commission  has  therefore  adopted  no  definite 
rule  in  arriving  at  this  value,  but  finds,  after  the  most  careful  con- 
sideration of  all  the  evidence  submitted,  that  $12,815.21  is  a  fair  and 
reasonable  value  of  defendant's  land  and  water  rights." 

340— Rate  of  Return. 

''This  Commission  will  not  be  placed  in  a  position  of  stifling  ambition 
and  effort  in  the  development  of  public  utility  enterprises  by  adopting 
a  fixed  per  centum  as  the  rate  of  return  which  a  utility  shall  be 
allowed  on  its  investment.  The  rate  of  return  will  be  determined  in 
each  individual  case,  gi\ing  due  consideration  to  efficiency  and 
economy  in  management,  and  thus  afford  a  stimulus  for  the  utility 
to  increase  its  business,  to  reduce  its  operating  expenses  and  thereby 
reduce  the  cost  of  the  commodity  to  the  consumer.  If  a  public 
utility  can  by  efficient  management  reduce  the  operating  expenses 
below  the  ordinary  amount,  or  if  it  can  by  the  application  of  a  broad 
and  public  spirited  policy  develop  a  community  and  thereby  develop 
its  business  and  increase  its  earnings,  it  is  certainly  entitled  to  share 
in  the  increased  earnings  directly  resulting  therefrom.  We  believe 
that  the  application  of  this  policy  will  create  an  incentive  to  greater 
and  more  efficient  effort  on  the  part  of  the  investor  and  that  it  will 
redound  to  the  benefit  of  the  community  served  as  well  as  of  the 
entire  State.  The  Commission  finds  that  8%  per  annum  is  a  reason- 
able rate  of  return  on  the  investment  now  under  consideration." 

362 — Expense. 

In  determining  normal  operating  expenses,  the  Commission  found  that 

the  president  is  receiving  a  salary  which  exceeds  the  value  of  his  services 

rendered  the  Company. 

"It  may  be  said  that  if  the  rate  of  return  on  the  investment  is  reason- 
able the  consumer  must  be  satisfied.  However,  if  the  salary  paid 
a  controlling  stockholder  exceeds  what  would  be  reasonable  and  just 
compensation  for  services  performed,  such  excess  compensation  must 
be  regarded  as  part  of  the  return  on  the  investment.  The  Commis- 
sion believes  that  an  annual  allowance  of  $1,200.00  to  cover  the 
salary  of  the  president  of  the  company  is  reasonable  and  sufficient. 
If  the  defendant,  as  a  matter  of  policy,  desires  to  pay  to  its  controlling 
stockholder  a  greater  amount  as  salary  than  that  allowed  by  the 
Commission  it  may  do  so,  but  such  amount  will  be  regarded  as  a 
return  on  the  investment." 

362 — Accrued  Depreciation. 

The  opinion  discusses  at  length  the  question  of  whether  or  not  accrued 

depreciation  should  be  deducted  from  the  reproduction  cost  new  in  a 

rate  case. 


8        Rate     Research  87 


"In  the  Pocatello  Water  case,  F-1,  a  majority  of  the  members  of  the 
Commission  as  then  constituted  found  the  fair  value  for  rate  making 
purposes  to  be  the  cost-of-reproduction-less-depreciation  of  that 
portion  of  the  property  used  and  useful  in  the  public  service.  The 
only  member  of  the  Commission  as  then  constituted,  now  remaining 
on  the  Commission,  refused  to  concur  in  the  majority  finding,  holding 
that  the  primary  basis  of  value  must  be  the  money  actually  invested 
in  the  enterprise  at  the  time  of  the  investigation  and  that  in  the 
determination  of  that  amount,  the  cost-of-reproduction-new  should 
be  the  controlling  factor. 

"The  Supreme  Court  of  Idaho,  having  heard  this  case  on  a  writ  of 
review,  in  its  decision  says: 

"  'This  court  is  of  the  opinion  that  the  rule  of  cost  of  reproduction 
less  depreciation,  adopted  by  the  Commission,  is  the  correct  general 
rule  or  principle  to  be  applied  in  this  class  of  cases.  However,  we 
believe  that  in  ascertaining  values  in  this  way  the  worth  of  a  new 
plant  of  equal  capacity,  efficiency  and  durability,  with  proper  discount 
for  defects  in  the  old,  and  the  actual  depreciation  for  use,  should  be 
the  measure  of  value,  rather  than  the  cost  of  exact  duplication.  So 
far  as  the  question  of  depreciation  is  concerned,  we  think  deduction 
should  be  made  only  for  actual,  tangible  depreciation,  and  not  for 
theoretical  depreciation,  sometimes  called  "accrued  depreciation." 
In  other  words,  if  it  be  demonstrated  that  the  plant  is  in  good  operat- 
ing condition,  and  gi\ing  as  good  service  as  a  new  plant  then  the 
question  of  depreciation  may  be  entirely  disregarded.'  (7  Rate 
Research  363.) 

"Applying  the  rule  thus  laid  down  by  our  Supreme  Court  we  must 
find  that  no  deduction  may  be  made  for  depreciation  in  this  case,  as 
the  testimony  shows  conclusively  that  defendant's  plant  is  in  first 
class  operating  condition  without  any  actual  or  tangible  signs  of 
depreciation. 

"The  further  discussion  herein  of  past  depreciation  is  simply  an 
expression  of  the  ideas  of  the  writer.  Commissioner  Ramstedt,  and 
is  in  no  way  binding  upon  his  associates. 

"The  adoption  of  the  cost-of-reproduction-new  as  a  basis  of  value  in 
this  case  we  believe  to  be  just  and  equitable.  It  must  be  remem- 
bered that  the  defendant  made  the  investment  in  this  enterprise  for 
as  long  time  as  the  business  would  be  in  existence,  and  had  been  con- 
ducting such  business  up  to  the  enactment  of  the  Public  Utilities 
Act  in  1913,  without  State  regulation,  and  in  the  absence  of  rules 
under  which  annual  allowances  for  depreciation  would  be  charged  as 
operating  expenses.  We  do  not  say  that  in  case  of  replacements 
not  being  made  when  reasonably  necessary,  or  in  case  of  obsolescence, 
or  in  case  of  a  utility  operating  and  having  operated  under  Stato 
regulation,  the  rule  of  cost-of-reproduction-less-depreciation  is  not 
the  correct  general  rule  to  be  appUed.  However,  neither  the  Poca- 
tello case  nor  this  case  comes  within  the  class  of  utilities  operating 
in  the  past  under  such  regulation. 
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"Included  in  the  defendant's  capital  investment  are  certain  items  of 
physical  property  which  are  subject  to  decay  or  will  wear  out  and  be 
replaced  from  time  to  time  during  the  conduct  of  the  business.  In 
order  to  compensate  the  investor  for  loss  in  the  public  service,  of 
property  through  wear  and  decay,  and  to  enable  him  to  make  neces- 
sary replacements  from  time  to  time,  an  allowance  is  made  him  for 
depreciation,  which  allowance  should  be  treated  as  an  operating 
expense.  As  the  different  parts  of  the  plant  wear  out  they  must  be 
replaced,  and  the  original  investment  is  thus  kept  intact.  What 
concerns  the  public  is  the  value  of  the  service.  It  is  impossible  to 
keep  the  plant  'brand  new.'  To  do  so  would  be  the  rankest  kind  of 
waste.  If  a  portion  of  the  plant  is  partly  worn  out  but  in  condition 
to  render  the  same  efficient  service  as  when  the  plant  was  new,  the 
public  has  lost  nothing.  The  loss  belongs  to  the  investor,  unless  he 
has  been  allowed  a  sufficient  amount  to  offset  the  depreciation.  To 
depreciate  the  capital  investment  and  consequently  reduce  the  earning 
power  of  the  investment  by  reason  of  the  fact  that  replacements, 
which  are  not  at  the  time  in  question  necessary,  have  not  been  made, 
would  in  effect  be  confiscation.  Suppose  the  investor  has  issued 
bonds  on  the  property  in  order  to  make  the  investment.  How  can 
he  pay  the  interest  on  the  bonds  if  the  earning  power  of  the  property 
is  decreased?  He  could  do  so  only  by  reducing  the  indebtedness  to 
the  extent  of  depreciation,  which  would  vary  from  time  to  time. 
The  absurdity  of  such  a  proposition  from  a  practical  standpoint 
would  be  apparent.  If  the  rule  of  depreciating  the  investment  by 
the  amount  of  depreciation  should  become  the  established  policy  in 
this  State,  we  can  see  very  little  inducement  for  the  investment  of 
capital  in  Idaho." 

366 — Depreciation  Funds. 

The  Commission  finds  that  an  annual  allowance  of  3  per  cent  of  the 

value  new  of  the  depreciable  physical  properties  should  be  made  for 

future  depreciation. 

''While  no  deduction  will  be  made  for  accrued  depreciation  we  realize 
that  certain  physical  properties  begin  to  deteriorate  from  the  moment 
they  are  put  into  service,  and  unless  replacements  are  made  from 
time  to  time,  such  properties  will  gradually  become  unfit  for  service. 
Notwithstanding  the  fact  that  defendant's  plant  is  in  first  class 
operating  condition,  without  any  actual  or  tangible  signs  of  wear  or 
decay,  we  know  that  depreciation  has  constantly  been  going  on  since 
the  very  beginning  of  its  life,  and  it  is  only  a  question  of  time  when 
certain  items  of  physical  properties  will  have  to  be  r.enewed.  For 
the  purpose  of  showing  the  true  condition  of  the  plant  as  well  as  to 
protect  the  life  of  the  plant  there  should  be  established  a  Deprecia- 
tion Reserve  account  to  which  the  cost  of  renewals  shall  be  charged 
in  accordance  with  the  Uniform  System  of  Accounts  prescribed  by 
this  Commission.  In  the  case  now  under  consideration  we  find  that 
no  dividends  on  the  outstanding  capital  stock  have  ever  been  paid 
to  the  stockholders,  although  the  operating  revenues  have  been 
more  than  sufficient  to  provide  an  annual  return  of  eight  per  cent 
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on  the  book  cost  of  the  property,  an  annual  allowance  for  deprecia- 
tion of  three  per  cent  on  the  book  cost  of  the  depreciable  property, 
and  a  suflEicient  amount  to  cover  all  operating  and  maintenance 
charges.     .     .     . 

"The  defendant  had  not  set  up  a  Depreciation  Reserve  Account,  but 
has  carried  the  amounts  which  should  have  been  credited  to  such 
accounts  in  a  surplus  account,  and  as  a  matter  of  fact,  has  invested 
the  funds  in  the  Surplus  account  in  extensions  to  the  property.  The 
Commission  does  not  disapprove  of  the  temporary  use  of  deprecia- 
tion reserve  funds  in  making  extensions,  since  the  company's  assets 
are  thereby  increased  in  sufficient  amount  to  enable  the  defendant 
to  raise  funds  for  replacements  whenever  it  becomes  necessary  to  do 
so.  The  amount  so  used  in  making  extensions,  however,  is  in  reality 
capital  investment  and  should  not  be  charged  to  the  Depreciation 
Reserve  Account. 

"The  Commission  believes  that  the  amount  of  accrued  depreciation 
should  at  any  and  all  times  be  shown  on  defendant's  records  and  the 
defendant  should  therefore  transfer  by  book  entry  to  the  deprecia- 
tion Reserve  from  its  Surplus  account  $23,408.79,  which  is  the  total 
amount  of  accrued  depreciation  as  of  June  30,  1915." 

500— Rate  Practice. 

The  rates  established  by  the  Commission  are  subject  to  a  10  per  cent 
discount  for  payment  before  the  tenth  day  of  the  month  next  succeeding 
that  during  which  service  was  rendered. 

The  order  also  provides  that: 

"Upon  the  failure  of  the  consumer  to  pay  bills  as  rendered  within  30 
days  after  the  time  when  said  bills  become  due  and  payable,  the 
defendant  may  in  its  discretion  shut  off  the  water  and  cease  furnish- 
ing further  ser\-ice  until  all  arrears  have  been  paid,  and  when  such 
water  shall  have  been  shut  off  and  the  service  discontinued,  shall 
make  a  charge  of  $1.00  to  cover  the  cost  of  again  turning  on  the 
water  to  furnish  service  to  such  consumer." 

The  defendant  may  require  of  any  consumer  under  metered  service  a 
deposit  to  guarantee  the  payment  of  bills  "in  an  amount  which  shall 
not  exceed  the  estimated  monthly  charge  for  such  service,"  to  be 
refunded  with  interest  upon  payment  of  all  claims  due  for  service 
rendered  upon  discontinuance  of  the  service. 

CALIFORNIA 

300 — Investment  and  Return. 

City  of  Corona  v.  Corona  Home  Telephone  and  Telegraph  Com- 
pany et  al.,  Alleging  That  Rates  For  Telephone  Service  Are  Excessive. 
Decision  of  the  California  Railroad  Commission,  Adjusting  Rates. 
September  30,  1915. 

In  order  to  secure  a  basis  upon  which  to  determine  whether  or  not  the 
present  rates  are  unreasonable,  the  Commission  made  a  valuation  of 
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the  property,  using  an  inventory  and  appraisal  submitted  by  the 
company. 

311.2 — Reproduction  CJost  New. 

The  company  stated  that  it  is  not  in  a  position  to  show  what  the  plant 
has  actually  cost,  and  the  Commission  says: 

''If,  therefore,  it  is  necessary  and  proper  under  the  circumstances 
that  a  reproduction  cost  basis  be  taken  as  the  basis  upon  which  to 
determine  the  present  fair  value  of  this  property,  the  application 
of  fair  present  unit  costs  as  they  are  now  known  to  exist  to  the  various 
items  of  plant  involved,  with  addition  of  reasonable  and  fair  overhead 
charges  ....  will  adequately  protect  both  the  company 
and  the  public." 

The  figure  used  by  the  Commission  is  determined,  according  to  their 
statement,  by  using  unit  costs  based  upon  present  average  costs  of 
labor,  material  and  incidental  items,  and  allowing  15  per  cent  for  over- 
head charges  including  engineering,  supervision,  supply  and  tool  expense, 
without  deducting  anything  for  depreciated  value. 

314.22 — Franchises. 

The  defendant  had  purchased  the  property  and  franchise  of  a  competing 
company,  and,  in  its  appraisal  submitted  to  the  Commission,  an  amount 
was  included  as  franchise  value  which  it  claimed  to  have  actually  paid 
at  the  time  of  the  transfer. 

The  Commission  says: 

"Previous  to  the  purchase  of  this  physical  property  from  the  Sunset 
and  Pacific  companies  they  were  operating  a  telephone  system  in 
Corona  as  competitors  of  the  defendant  company,  and  as  a  result 
of  the  purchase  the  defendant  was  relieved  of  competition.  Thus, 
while  it  is  a  fact  that  the  franchise  rights  under  which  the  former 
owners  of  this  property  operated  were  included  in  the  transfer,  it  is 
quite  evident  in  view  of  the  fact  that  the  purchasers  were  at  the  time 
and  still  are  operating  under  a  previous  franchise,  that  the  Sunset 
and  Pacific  franchise  as  such  possessed  no  particular  monetary  value 
to  the  defendant.  Under  the  circumstances,  I  cannot  agree  to  ad- 
mitting it  as  constituting  part  of  the  value  of  the  defendant's  present 
property. 
312.8 — Discarded  Property. 

"As  to  the  value  of  any  physical  property  which  was  acquired  by 
this  transfer,  credit  will  be  allowed  for  such  portions  of  it,  if  any,  as 
may  be  in  use  when  fixing  a  value  of  the  operative  property,  since  the 
inventory  contains  a  list  of  all  of  the  property  actually  in  use  at  this 
time." 
352 — Expense. 

In  determining  normal  operating  expenses  of  the  company,  the  Com- 
mission says: 

"The  testimony  in  this  case  further  shows  that  certain  services  have 
been  rendered  the  company  by  its  officers  for  which  no  charge  what- 
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ever  has  been  made  heretofore.  It  is,  of  course,  apparent  that  had 
the  company  been  obUged  to  employ  outside  help  to  perform  these 
services  it  would  have  been  necessary  to  meet  the  expense  out  of 
revenues,  and  fairness  demands  that  a  reasonable  amount  be  allowed 
in  the  future  for  this  expense.  It  appears  that  $1,200.00  per  year 
would  be  a  reasonable  allowance  for  this  purpose  and  I  am  willing 
to  recommend  that  this  amount  be  allowed  as  an  additional  operating 
charge." 

360 — Depreciation . 

In  the  company's  report  of  operating  expenses  nothing  was  included  as 
depreciation,  but  the  Commission  finds  that  depreciation  has  been 
taken  care  of  at  least  in  part  and  has  been  charged  under  maintenance 
of  plant. 

"It  would  seem  then  that  the  thing  to  do  now  is  to  determine  as 
nearly  as  the  company's  records  will  permit  what  amount  has  ac- 
tually been  charged  in  this  way,  and,  if  sufficient  has  not  already 
been  charged,  to  allow  whatever  additional  amount  may  be  proper 
to  make  up  the  difference.  It  is,  of  course,  apparent  that  separate 
accounts  for  maintenance  and  depreciation  of  plant  should  be  main- 
tained, and  that  a  reserve  sufficient  to  care  for  the  future  deprecia- 
tion of  plant  should  be  provided,  but  fairness  to  the  company  de- 
mands that  a  determination  of  what  it  is  capable  of  earning  through 
present  rates  shall  give  due  consideration  to  what  it  should  set  aside 
out  of  its  gross  earnings  to  provide  for  this  account  regardless  of  the 
fact  that  it  has  not  done  so  heretofore." 

340— Rate  of  Return. 

After  providing  for  operating  expenses  including  depreciation,  the  Com- 
mission finds  that  the  present  rates  afford  a  return  of  9.75  per  cent  upon 
the  Commission's  valuation  of  the  property,  or  8.88  per  cent  upon  the 
value  including  the  estimated  cost  of  necessary  improvements  and  ad- 
ditions to  the  property.  The  Commission  states  that,  upon  this  finding, 
its  chief  concern  will  be  the  elimination  of  discrimination  and  not  a 
reduction  in  the  present  rates. 

"The  public  cannot  reasonably  demand  rates  so  low  that  the  de- 
fendant's income  may  be  reduced  to  the  point  where  there  would 
not  be  a  sufficient  earning  to  enable  it  to  provide  for  necessary 
facilities  to  take  care  of  the  public  demand  for  service." 

NEW  JERSEY 

300 — Investment  and  Return. 

Bound  Brook  Water  Company,  Application  For  Authority  to  Put  in 
Effect  New  Rates  For  Metered  Service.  Decision  of  the  New  Jersey 
Board  of  Public  Utility  Commissioners,  Granting  the  Application. 
October  26,  1915. 

The  Board,  in  making  a  valuation  of  the  property  of  the  water  company, 
found  the  reproduction  cost  new  of  the  property  to  be  $178,548  with 
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an  accrued  depreciation  of  $24,287.  To  this  estimate  of  the  cost  of 
the  physical  property  were  added  allowances  for  working  capital,  legal 
expenses,  the  cost  of  organization  and  obtaining  franchises,  and  early 
losses. 

In  regard  to  the  item  of  $24,287  deducted  for  accrued  depreciation  the 
Board  says : 

"Some  of  this  has  been  charged  off,  but  it  is  estimated  that  the 
■  amount  of  depreciation  not  charged  off  is  not  less  than  $13,000,  and 
as  a  part  of  the  development  cost,  we  are  including  this  amount  of 
the  unearned  depreciation." 


INTERSTATE  COMMERCE  COMMISSION 

629 — C  ompe  tition . 

Nebraska  State  Railw^ay  Commission  v.  Chicago,  Burlington  & 
QuiNCY  Railroad  Company,  Alleging  That  Certain  Rates  Are  Un- 
reasonable and  Discriminatory.  Decision  of  the  Interstate  Commerce 
Commission,  Dismissing  the  Complaint.     October  12,  1915. 

The  Commission  summarized  the  question  at  issue  and  its  conclusions, 
as  follows: 

"The  question  presented  for  our  determination  resolves  itself  into 
this,  namely,  whether  a  carrier  operating  two  parallel  lines  of  road 
serving  the  same  territory,  one  a  main  line  and  the  other  a  branch, 
is  justified  in  maintaining  rates  not  shown  to  be  unreasonable 
per  se  on  the  branch  line,  while  maintaining  materially  lower  rates 
on  the  main  line  for  like  distances  to  meet  the  cross-country  com- 
petition of  an  independent  parallel  railroad.  We  are  of  the  opinion 
that  the  carrier  is  so  justified.  See  Planters  Gin  &  Compress  Co.  v. 
Y.  &  M.  V.  R.  R.  Co.,  16  I.  C.  C,  131,  133. 

"We  are  of  the  opinion  and  find  that  the  rates  under  attack  have 
not  been  shown  to  be  either  unreasonable  or  unduly  discriminatory. 

"An  order  will  accordingly  be  entered  dismissing  the   complaint." 


MANILA 

781 — Adequacy  of  Service. 

District  Engineer  of  Capiz  v.  Yangco  Steamship  Company,  Alleging 
Inadequate  Service.  Decision  of  the  Board  of  Public  Utility  Com- 
missioners OF  Manila,  Requiring  the  Steamship  Company  to  Maintain 
a  Fixed  Schedule  of  Arrivals  and  Departures.     September  17,  1915. 

It  appeared  that  the  steamship  company  fails  to  maintain  a  fixed 
schedule  of  arrivals  and  departures  from  the  ports  which  it  serves, 


8         Rate     Research  93 


and  the  Commission  finds  that  its  service  is  inadequate  and  orders  that 
a  fixed  schedule  be  maintained. 

It  was  pointed  on  the  part  of  the  defendant  that  it  does  not  undertake 
to  maintain  any  fixed  schedule  and  that  the  company  has  announced 
in  all  its  published  notices  that  the  advertised  schedule  is  subject  to 
alteration  without  previous  notice. 

The  Board  says: 

"It  has  been  urged  that  it  is  only  through  his  holding  himself  out  to 
(he  public  as  a  common  carrier  that  the  defendant  becomes  subject 
to  public  regulation  for  the  common  good,  and  that  he  controls 
completely  the  terms  on  which  he  shall  hold  himself  out  as  such 
carrier.  To  this  we  cannot  agree.  We  believe  that  the  law  will 
not  permit  a  man  to  hold  himself  out  as  a  common  carrier  on  con- 
dition that  he  be  permitted  to  give  inadequate  service.  Once  the 
status  is  established,  the  law  attaches  thereto  the  obligation  of 
rendering  adequate  service,  and  the  carrier  cannot  rid  himself  of 
this  obligation  by  seeking  to  limit  or  modify  the  terms  of  his  holding 
out.  To  hold  contrariwise  would  be  to  place  such  carrier  beyond 
the  control  of  the  public.  As  well  he  might  say  T  will  carry  goods 
and  passengers  generally  but  I  will  charge  what  freight  and  passenger 
rates  I  please,'  and  then  claim  exemption  from  the  provisions  of 
law  prohibiting  the  charge  of  unduly  discriminatory  or  preferential 
rates  by  reason  of  the  terms  of  his  holding  out." 

ANNUAL  REPORTS 
MANITOBA 

252 — Commission  Annual  Reports. 

Manitoba  Public  Utilities  Commission,  Third  Annual  Report. 
Year  Ending  November  30,  1914.     160  pages. 

The  Manitoba  Commission  has  jurisdiction  over  nineteen  electric 
utilities.  The  electric  rates  on  file  with  the  Commission  are  given  in 
the  report,  page  154. 

366 — Depreciation  Funds. 

The  report  contains  the  following  table  of  rates  of  depreciation  for 
electric  and  gas  utilities,  as  fixed  by  the  Commission. 

ELECTRIC. 

Arc  Lamps 6% 

Aerial  Lines 5% 

Belting 5% 

Boilers — Water  tubes 5% 

Boilers — Fire  tubes 10% 

Breechings  and  connections 5% 

Buildings — Brick 2% 

Cables — Underground,  high  tension 4% 

Cables — Underground,  low  tension 5% 
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Cables — Aerial,  lead  covered 5% 

Cables — U.  G.,  lead  covered  5% 

Coal  and  ash  handling  machinery 7% 

Condensers 5% 

Conduits 2^% 

Cross-arms 5% 

Engines — Steam,  slow  speed 5% 

Engines — Steam,  high  speed 6|% 

Engines — Gas 6|% 

Feeders 5% 

Full  oil  handling  machinery 4% 

Generators — modem  t jT)e 5% 

Generators — Obsolete 6|% 

Generators — Steam  turbo 5% 

Heaters — Feed-  water 5% 

Meters — Electric  switchboard 5% 

Meters — Electric  service 6§% 

Meters — Electric 8% 

Poles— Steel. 2% 

Poles — ^Wood,  in  concrete 5% 

Poles — ^Wood,  in  earth 6% 

Poles— Iron 2|% 

Piunps — Steam 6f  % 

Stokers — Fixed  parts 5% 

Stokers — Moving  parts 20% 

Switchboards  and  Wiring — Obsolete 6|% 

Switchboards  and  Wiring — ^Modern 5% 

Telephones 10% 

Storage  Batteries 7^% 

Transformers 6f  % 

Turbines — Steam 5% 

Turbines— Water 3|% 

Track — Rails  on  country  road 3|% 

Track — ^Rails  on  private  right-of-way 3^% 

Bridges 2^% 

Rail  joints  and  ties 5% 

Turbine  governors 3|% 

GAS 

Retort  houses  and  floors 85% 

Other  buildings 2% 

Benches 4% 

Boilers — Water  tube. 5% 

Boilers— Fire  tube 10% 

Scrubber  and  condensers 3% 

Hydraulic  main 1% 

Tar  extractor 2% 

Washers 2^% 

Exhausters 35% 

Purifiers U% 

Station  meters 3% 

Ammonia  concentrators -v 5% 

Ammonia  storage  tank — W.  I.  or  steel 5% 

Tar  and  ammonia  wells 1% 

Water  gas  machines 3% 

Centrifugal  blowers 6% 

Holders 2% 

Governors 1^% 

Cast  iron  mains 2% 

Wrought  iron  mains 3^  % 

Services 5% 

Consumers'  meters  and  governors 4% 
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980— Public  Relations. 

In  discussing  complaints  against  street  railway  transportation  systems, 
the  report  says: 

"These  complaints  fall  under  two  heads.  One  class  embraces 
troubles  due  to  the  act  or  neglect  of  individual  employees.  The 
companies  are  responsible  for  the  conduct  of  their  servants.  Street 
railway  operation  requires  a  great  number  of  men.  The  public  are 
too  apt  to  judge  a  whole  system  by  isolated  acts  of  the  small  per- 
centage of  men  under  standard,  who,  even  with  great  care  in  selection, 
will  always  be  found  where  a  large  number  are  employed.  Com- 
plaints of  this  nature  are  dealt  with  as  they  arise.  The  companies 
deal  with  them  promptly  and  insist  upon  proper  discharge  of  duty 
by  employees.  Any  one  who  would  judge  fairly  of  the  operations  of 
any  public  utility,  and  more  especially  street  railway  and  telephone 
systems,  must  remember  this  human  element.  Taking  our  electric 
railway  and  telephone  systems  as  a  whole,  any  weaknesses  of  this 
nature  are  no  more  than  exist  in  other  systems,  or  in  other  labor 
employing  undertakings,  and  are  probably  considerably  less. 

"The  other  class  of  applications  affecting  electric  railways,  are  those 
regarding  improvements  in  the  way  of  new  lines  or  equipment,  or 
increased  service.  These  demands  are  often  made  thoughtlessly. 
Improvements  involving  substantial  capital  expenditures,  are 
demanded  without  regard  to  financial  possibilities  or  the  likelihood 
of  operating  loss.  The  experience  has  been  in  municipalities  outside 
of  Winnipeg,  first  a  demand  for  lower  fares,  regardless  of  rates 
defined  in  contracts,  and  then  demands  for  construction  of  new 
lines  or  rebuilding  existing  ones,  or  improving  service.  These  rate 
reductions  have  been  substantial,  and  have  been  granted  by  the 
companies  after  some  pressure,  but  not  altogether  by  compulsion. 
There  is  a  want  of  appreciation  of  the  fact,  that  in  sparse  com- 
munities, reduction  of  rates  retards  new  construction  and  service 
improvement.  It  takes  away  the  financial  basis  for  a  Commission's 
order  for  new  construction  or  improved  service. 

"There  is  a  further  tendency  to  look  at  the  rate  of  dividend  paid 
by  the  electric  railway  companies,  and  draw  conclusions  superficially. 
To  regulate  a  utility  company  so  severely  as  to  restrict  its  pro- 
ductiveness to  a  current  commercial  rate  of  interest,  is  to  stifle  this 
necessary  class  of  enterprise. 

"These  various  considerations  are  frequently  forgotten  or  deliberately 
overlooked  by  persons,  sometimes  in  fact  by  elected  representatives, 
who  unwarrantably  create  discontent  against  what,  considering 
rates  and  street  facilities,  is  reasonable  public  service.  A  Commission 
is  bound  to  meet  and  deal  with  all  these  matters  with  a  due  regard 
to  public  service,  but  at  the  same  time  to  withstand  attempts  to 
oppress  a  public  utility  through  the  medium  of  the  Commission. 
Applications  before  this  Commission  since  its  institution,  some  of 
which  are  described  in  this  report,  have  produced  many  occasions 
of  difficulty,  because  of  circumstances  such  as  those  above  described." 
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310— Valuation. 

Railroad  Valuation.  Editorial.  The  Economist,  November  6,  1915. 
Page  812. 

From  the  information  now  available,  the  editorial  states  the  belief  that  the  valu- 
ation of  the  railroads  by  the  government  commission  will  place  the  roads  in  a 
much  stronger  position  than  they  have  held  for  many  years,  for  the  figures  should 
put  to  flight  the  popular  charges  of  over-capitalization.  The  increase  in  the  value 
of  real  estate  since  the  roads  were  first  capitalized  has  been  enormous.  "It  is 
believed  that  the  values  set  by  the  commissioners  will  be  much  in  excess  of  the 
capitalization,  which  will  naturally  admit  of  higher  rates  for  transportation  or 
at  least  put  a  strong  check  on  the  disposition  to  cut  those  rates  down.  Also  it 
may  be  remarked,  they  will  force  upon  the  roads  much  higher  taxation." 

318— Working  Capital. 

The  Valuation  of  Water  Works  Properties.  VII.  Appraisal  of 
Working  Capital,  by  H albert  P.  Gillette.  Engineering  and  Con- 
tracting, November  3,  1915,  p.  356.     1  page. 

The  seventh  number  of  the  series  of  articles  by  Mr.  Gillette  on  "The  Valuation 
of  Water  Works  Properties"  discusses  working  capital.  For  rate  cases,  working 
capital  is  defined  as  "that  amount  of  capital  which  an  operating  company  should 
ordinarily  have  in  order:  (1)  to  provide  a  stock  of  stores  and  supplies;  (2)  to  make 
ordinary  payments  and  provide  for  reserves  in  advance  of  collections;  (3)  to  pro- 
vide a  cash  surplus  for  financial  peak  loads;  and  (4)  to  secure  adequate  banking 
accommodations. ' ' 

GENERAL 

910— Promotion  and  Growth  of  Business. 

Steady  Increase  in  Light  and  Power  Operations.  Electrical  World, 
November  6,  1915,  p.  1025.     2|  pages. 

A  report  of  the  earnings  and  output  of  the  electric  light  and  power  utilities  for 
August  according  to  returns  received  by  the  Electrical  World  show  continued 
increase  over  the  record  for  the  previous  year. 

980— Public  Relations. 

Attracting  the  Good  Will  of  2,500,000  People.  Electrical  World, 
November  6,  1915,  p.  1024.     1  page. 

Attention  is  called  to  a  series  of  advertisements  now  being  published  by  the  Com- 
monwealth Edison  Company  of  Chicago,  which  is  in  the  nature  of  "a  report  to 
the  public"  for  the  purpose  of  increasing  public  confidence  and  good  will.  Six 
advertisements  typical  of  the  series  are  reproduced  in  the  article. 

OTHER  PUBLICATIONS 

American  Municipalities,  published  monthly  by  the  Municipal 
Publishing  Company,  Marshalltown,  Iowa.     $2.00  per  year. 

The  above  magazine,  which  is  the  official  publication  of  the  League  of  American 
Municipalities  and  the  leagues  of  Iowa,  Nebraska  and  Minnesota  municipalities, 
has  been  added  to  the  list  of  magazines  regularly  reviewed  by  Rate  Research. 
For  the  complete  list,  see  8  Rate  Research  35,  80. 
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COMMISSION  DECISIONS 

ILLINOIS 

300 — Investment  and  Return. 

City  of  Belleville  v.  St.  Clair  County  Gas  and  Electric  Com- 
pany, Complaint  as  to  Rates  For  Gas  Service.  Decision  of  the  Illi- 
nois Public  Utilities  Commission,  Fixing  Rates.  September  22, 
1915. 

The  Commission  made  an  investigation  of  the  value  of  the  property 
used  in  supphing  gas  in  the  city  of  Belleville  and  determined  a  new 
schedule  of  rates  for  such  service. 

314 — Overhead  Charges. 

The  Commission's  engineering  staff  compiled  the  following  table  of 
overhead  expenses  which  segregates  the  percentages  of  overhead  ex- 
penses applied  to  the  various  items  of  construction. 

Trans-     Buildings  Plant  General 

Items  Included  in  Overhead      Land        mission         and  equip-  equip- 

Expenses                                         and  dis-      struct-  ment  ment 

tribution        ures 

1.  Omission    in    calcula- 

tions and  inventory 1%  1%  1%  1% 

2.  Engineering  and  archi- 

tecture         2%  4%  5%  4%  

3.  General       supervision 

and  wear  on  tools 4%  4%  4%  2% 

4.  Interest    during    con- 

struction         6%  4%  3%  3%  2% 

5.  Insurance,  fire  and  lia- 

bility Wo  1%  1%  h7o 

6.  Organization 1%  1%  1%  

7.  Legal  and  taxes 2%  h%  h%  h%  5% 

8.  Contingencies 1%  \%  Wo  

9.  Totals 10%  16%  16%  15%  6% 

Editorial  Note — All  indented  matter  is  direct  quotation. 
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"The  percentages  found  by  the  engineering  staff,  when  weighted, 
produce  a  composite  overhead  charge  equal  to  15.39  per  cent  of  the 
staff's  valuation  of  the  tangible  property.  In  addition  to  the  15.39 
per  cent,  the  engineering  staff  testified  that  not  less  than  10  per  cent 
had  been  allowed  in  its  valuation  to  cover  contractor's  profit  on  all 
items  of  construction  which  were  entitled  to  such  surcharge."  .  .  . 

316.1 — Going  Value. 

"Witnesses  for  both  the  respondent  and  the  Commission's  engineer- 
ing staff,  in  testifying,  essentially  agreed  that  a  proper  'going  value' 
is  to  be  determined  only  on  a  basis  of  off-setting  annually  against 
actual  gross  earnings  all  bona  fide  operating  expenses,  including 
repairs,  maintenance,  taxes,  reasonable  annual  depreciation  charge, 
and  a  fair  return  on  the  investment,  during  all  the  years  since  the 
inception  of  the  utihty.  During  the  early  years  in  the  development 
of  a  utility,  operating  expenses  may  exceed  the  income  and  show  a 
deficit,  which,  it  is  advocated  by  some,  represents  as  proper  a  capi- 
talized cost  as  does  engineering  expenses,  legal  fees,  and  labor  wages 
during  construction.  Usually,  in  the  later  years  of  development  of 
the  utility,  unless  the  project  is  very  poorly  conceived  and  badly 
managed,  the  gross  annual  income  will  indicate  a  surplus  over  and 
above  total  operating  expenses.  It  is  further  advocated  that  upon 
the  date  of  the  valuation,  should  the  total  of  the  annual  deficits 
since  the  start  of  the  business,  exceed  the  total  of  the  annual  surpluses, 
during  the  same  period  of  time,  a  so-called  'going  value'  may  properly 
be  capitalized.  Provided  an  undue  period  has  not  been  required  to 
develop  the  business  to  a  paying  basis.  Such  a  'going  value'  accords 
closely  with  a  decision  rendered  in  the  New  York  Court  of  Appeals 
by  Justice  Miller,  who  states: 

"i'l  define  'going  value'  for  rate  purposes,  as  involved  in  this  case, 
to  be  the  amount  equal  to  the  deficiency  of  net  earnings  below  a  fair 
return  on  the  actual  investment  due  solely  to  the  time  and  expen- 
ditures reasonably  necessary  and  proper  to  the  development  of  the 
business  and  property  to  its  present  stage,  and  not  comprised  in  the 
valuation  of  the  physical  property.'     (March  24,  1914.) 

"At  Belleville,  owing  to  the  loss  of  the  early  books  and  records  of  the 
old  gas  company,  it  now  is  impossible  to  trace  the  cost  of  developing 
the  utihty  back  to  the  very  inception  of  the  business,  oyer  fifty 
years  ago.  The  record  shows  that,  in  1906,  when  the  American  Gas 
Company  purchased  the  rights  of  the  former  operating  company,  the 
property  apparently  was  paying  an  excellent  return  on  the  invest- 
ment."    ... 

318— Working  Capital. 

"Working  capital  should  properly  represent  an  average  sum  which  is 
sufficient  and  ample  under  normal  conditions  to  meet  and  carry  the 
obligation  incurred  in  Bills  Payable  prior  to  a  reimbursement  ob- 
tained from  Bills  Receivable.  Bills  Payable,  in  the  present  case, 
includes  items  such  as  operating  materials  and  supplies  (coal,  oil, 
etc.)  and  the  pay  roll  of  officers  and  employees.    Bills  Receivable 
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includes  little  in  addition  to  the  receipts  obtained  from  the  payment 
of  the  consumer's  monthly  gas  bills.  The  respondent,  in  a  general 
way,  asked  that  $20,000  be  allowed  as  working  capital,  and  later 
testified  that  such  a  working  capital  included  materials  and  sup- 
plies for  new  construction  and  extensions — items  which  obviously 
are  considered  and  allowed  as  a  percentage  under  financing  and 
interest  during  construction.  In  its  valuation,  the  respondent 
claimed  only  S10,000  for  working  capital.  The  Commission's 
engineering  staff,  after  investigation,  testified  that  a  working  capital 
of  $9,000  would  be  ample  to  meet  pajnnents  of  pay  rolls,  would  pro- 
vide for  the  purchase  of  adequate  operating  supplies  (exclusive  of 
materials  retained  for  repairs  and  renewals),  and  would  allow  gen- 
erously for  extraordinary  contingencies."     .     .     . 

360 — Depreciation. 

The  respondent  submitted  a  valuation  in  which  the  present  worth  of 
the  property  is  deduced  by  the  sinking-fund  method  of  reckoning  depre- 
ciation. The  Conmiission's  engineering  staff  submitted  a  valuation 
in  which  present  worth  is  deduced  by  "a  simple  straight  line  method." 
"Neither  method  needs  elaborate  explanation  and  amplification  at 
this  time.  It  is  sufficient  to  note  that  the  sinking-fund  method 
provides  for  a  slower  depreciation  in  value  during  the  early  years  of 
the  hfe  of  the  equipment  than  is  provided  by  the  straight-line  method. 
The  sum  to  be  set  aside  annually  to  cover  sinking-fund  depreciation, 
however,  is  a  relatively  smaller  operating  charge  than  the  sum 
required  by  the  straight-line  method.  Thus,  in  computing  a  fair 
rate-schedule,  the  interest  on  a  higher  capitalization  which  may  be 
found  by  using  the  sinking-fund  method  is  offset  to  a  certain  extent 
by  the  lower  annual  depreciation  charges  in  the  operating  accounts. 
It  is  to  be  noted,  moreover,  that  the  straight-line  method  seems  to 
be  the  best  average  of  all  the  theoretical  methods  of  computing 
depreciation,  and,  in  general,  reflects  most  closely  the  practical  con- 
ditions under  which  utility  properties  are  usually  managed."    .    .    . 

340— Rate  of  Return. 

"The  respondent  requests  that  10  per  cent  should  be  allowed  as  a 
fair  rate  of  return  upon  a  fair  value  of  the  property.  Of  this  10  per 
cent  the  respondent  desires  8  per  cent  to  be  allotted  the  investors 
and  2  per  cent  to  be  set  aside  annually  until  a  considerable  surplus 
(about  $100,000)  will  have  been  accumulated  as  a  fund  to  protect 
the  respondent  against  extraordinary  accidents  of  the  future.  It  is 
intended  that  the  accident  fund  should  be  established  in  addition 
to  the  ordinary  and  properly  allowable  depreciation  reserve.  Wit- 
nesses for  the  respondent  testified  that,  in  the  past,  the  gas  plant 
has  suffered  severely  from  a  tornado  and  from  unusual  floods,  and 
argued  that,  in  the  future,  such  catastrophes  may  occur  again. 

"In  view  of  certain  facts  in  the  case,  viz.:  (1)  that  losses  sustained 
in  accidents  of  the  nature  just  described  may  be  guarded  against 
by  a  suitable  insurance,  (2)  that  the  respondent  is  now  paying  into 
a  fund  of  its  parent  holding  company  an  annual  percentage  which 
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is  supposed  to  cover  casualties  of  the  dependent  companies,  (3)  that 
less  than  one-tenth  of  the  total  valuation  of  the  property  consists  of 
buildings,  structures,  and  equipment  which  are  subject  to  serious 
accidents  during  either  tornadoes  or  floods,  and  (4)  that  it  seems 
unadvisable  for  a  regulatory  body  to  make  advance  allowance  for 
remotely  possible  accidents  until  such  accidents  have  become,  by 
their  occurrence,  an  established  actuality,  the  Commission  finds 
it  difficult  to  concede  an  allowance  of  2  per  cent  to  cover  possible 
calamities  of  the  future. 

"As  to  an  equitable  rate  of  return,  the  Commission,  taking  into 
consideration  the  nature  and  inherent  risks  of  public  utility  invest- 
ments in  general,  and  particularly  considering  all  the  facts  and  cir- 
cumstances relating  to  this  particular  case,  as  well  as  to  the  testimony 
regarding  the  local  peculiarities  and  characteristics  of  Belleville  and 
its  population,  find  7j  per  cent  per  annum  to  be  a  fair  rate  of  return 
upon  a  fair  and  reasonable  value  of  the  gas  property  under  discussion, 
plus  an  allowance  of  3  per  cent  per  annum  to  cover  depreciation, 
obsolescence,  inadequacy,  etc.  In  fixing  the  rate  of  return,  the  Com- 
mission has  been  guided  to  some  extent  by  the  experiences  of  other 
Commissions,  whose  orders  have  been  subjected  to  judicial  review. 
It  is  to  be  noted  in  passing  that,  where  capital  is  proportioned  on  a 
basis  of  25  per  cent  in  stock  (par  value)  to  75  per  cent  in  bonds,  a 
7j  per  cent  return  upon  a  fair  value  of  the  property  is  equivalent  to 
approximately  an  1 1  per  cent  return  upon  the  stock  issue,  under  the 
customary  interests  and  discounts  which  seem  to  prevail  on  utility 
bonds  in  the  Middle  West." 


CALIFORNIA 

300 — Investment  and  Return. 

Sweetwater  Water  Company,  Application  for  Authority  to  Increase 
Rates.  Decision  of  the  California  Railroad  Commission,  Granting 
the  Application.     October  2,  1915. 

The  water  system  was  established  primarily  to  serve  land  held  for  sale 
by  the  builders.  The  representatives  of  the  consumers  offered  to 
produce  evidence  of  the  profits  made  by  the  owners  of  the  water  system, 
but  the  evidence  was  not  received  by  the  Commission.  The  decision 
says: 

"This  Commission   must  treat  the  water  plant  as  belonging  to 

applicant,  and  profits  made  in  a  related  enterprise  can  not  be  used 

in  my  judgment,  to  reduce  the  rates  fixed  for  the  service  of  water." 

The   Commission   recognizes  the  importance  of  providing  for  good 

service  before  low  rates. 

"It  is  evident  that  applicant  has  justified  an  increase  in  rates,  and 
I  recommend  an  increase,  not  only  in  justice  to  the  company,  but 
also  to  make  it  possible  to  produce  and  maintain  good  service  to 
the  consumers. 
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"Under  existing  rates  I  do  not  believe  there  is  inducement  for  the 
company  to  produce  good  ser\ice,  and  while  the  present  manager 
is  credited  by  consumers  with  being  fair  and  efficient,  it  is  apparent 
that  the  present  service  can  not  be  bettered,  or  perhaps  even  main- 
tained at  its  present  standard,  unless  the  revenue  is  increased." 


INDIANA 

300 — Investment  and  Return. 

Home  Telephone  Company  of  Bicknell,  Application  For  Authority 
to  Increase  Rates,  Tolls  and  Charges.  Decision  of  the  Indiana  Public 
Service  Commission,  Fixing  Rates.    June  19,  1915. 

In  the  valuation  of  the  property  of  the  telephone  company  an  allowance 
for  going  value  was  claimed  by  the  company.  The  Commission  states 
that  going  value  cannot  be  made  the  means  of  fictitiously  increasing 
values  or  creating  values  that  do  not,  in  fact,  exist. 

315.1— Going  Value. 

''The  fact  that  the  telephone  company .  declared  no  dividends,  set 
nothing  aside  as  a  depreciation  ftmd,  expended  all  its  net  operating 
revenue,  together  with  some  borrowed  money,  in  additions,  better- 
ments and  improvements,  could  not  be  construed  by  any  just  power 
of  reasoning  as  an  element  of  going  vaiue. 

''When  property  is  devoted  to  the  public  use  and  reasonable  care 
has  been  exercised  in  all  phases  of  its  management,  but  the  owners 
have  not  received  a  fair  return  during  the  earlier  years  of  the  opera- 
tion of  the  plant  in  which  the  property  is  used  for  the  convenience 
of  the  public,  the  deficit  thus  incurred  must  be  made  up  out  of  the 
later  earnings  insofar  as  this  is  commercially  possible  and  expedient. 

"In  order  to  establish  a  reason  for  allowing  going  value,  it  would  be 
necessary  to  capitalize  some  financial  sacrifices  made  by  the  company. 
This  would  of  necessity  include  money  actually  expended  in  securing 
new  business,  and  early  losses  sustained,  before  the  telephone  plant 
could  be  put  upon  a  paying  basis.  The  element  of  loss  or  sacrifice 
must  always  be  present.  Earnings,  or  what  would  properly  be 
classed  as  dividends,  must  actually  pass  into  some  intangible  property 
before  there  is  an  element  of  going  value." 

340— Rate  of  Return. 

The  Commission  found  that  a  rate  of  return  of  8  per  cent  is  reasonable 
in  the  present  case. 

366 — Depreciation  Funds. 

In  discussing  depreciation,  the  Commission  says: 

"The  extent  to  which  provision  must  be  made  for  depreciation  in 
order  to  perpetuate  the  life  of  the  plant,  depends  largely  upon  the 
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disposition  that  is  made  of  the  money  set  aside  as  a  depreciation 
fund.  It  should  be  so  placed  that  it  would  have  the  highest  earning 
power  consistent  with  absolute  safety. 

"The  money  in  the  depreciation  fund  may  be  expended  for  new 
construction,  extensions  or  additions  to  the  property,  but  in  no  event 
shall  the  money  expended  from  this  fund  for  new  construction,  ex- 
tensions or  additions  to  the  property  be  credited  to,  or  considered 
a  part  of,  the  capital  account  of  this  utility,  but  shall  always  be 
charged  against  the  depreciation  fund." 


CALIFORNIA 

224.5— Rates  Fixed  by  Contract. 

Town  of  Sausalito  v.  Marin  Water  and  Power  Company,  Alleging 
that  Contract  Rate  for  Water  Supplied  to  the  Municipality  is  Unrea- 
sonable. Decision  of  the  California  Railroad  Commission,  Finding 
That  It  Has  Jurisdiction  in  the  Matter.     October  6,  1915. 

The  municipality  purchases  water  from  the  defendant  company  at  a  rate 
established  by  contract  executed  March  8,  1909,  to  run  for  a  period  of  ten 
years.  The  municipality  alleges  that  the  contract  rate  is  unreason- 
able, and  asks  that  the  Commission  determine  a  just  and  reasonable 
rate  to  be  paid  for  the  service.  The  company  contends  that  the  Com- 
mission is  without  jurisdiction  to  modify  the  contract  rate. 

Before  taking  up  the  question  of  rates,  the  Commission  rendered  a 
prelimianry  decision  concerned  only  with  its  jurisdiction  in  the  matter, 
and  finds  that  the  company's  contention  is  without  merit. 

The  decision  contains  the  following  discussion  and  digest  of  cases  on 
the  question  of  the  right  of  the  Commission,  under  authority  conferred 
by  the  State,  to  modify  the  terms  of  a  contract. 

"Since  the  decision  of  the  Supreme  Court  of  the  United  States  in 
the  case  of  Munn  vs.  Illinois,  94  U.  S.  113,  it  is  generally  agreed  that 
the  power  of  the  State  to  supervise  and  regulate  public  utilities  is 
based  on  the  police  power.  Whenever  the  State  supervises  and 
regulates  a  public  utility  in  establishing  rates,  removing  discrimina- 
tion, regulating  service,  extensions  and  facilities,  supervising  the 
issue  of  securities,  or  in  other  respects  affecting  the.  relationship 
between  the  utilities  and  their  customers,  such  action  is  taken 
under  the  State's  police  power.  See  also  Dillon  on  Municipal 
Corporations,  5th  edition.  Section  1324,  and  the  authorities  there 
cited.  Formerly,"  there  was  some  doubt  as  to  whether  a  state,  even 
under  the  police  power,  might  change  a  rate  which  had  been  estab- 
lished by  a  utility  by  contract.  Now,  however,  it  is  unanimously 
held  that  the  provisions  of  the  Federal  Constitution  forbidding 
laws  impairing  the  obligation  of  contracts  and  declaring  that  prop- 
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erty  shall  not  be  taken  without  due  process  of  law,  have  no  applica- 
tion to  the  regulation  and  supervision  of  public  utilities  by  the 
State,  under  its  police  power.  No  public  utility  can,  by  the  simple 
device  of  entering  into  contracts  with  its  customers,  withdraw 
itself  from  the  State's  control.  All  such  contracts,  whether  made 
before  or  after  the  State  actually  undertakes  the  supervision  and 
control  of  public  utilities,  must  be  taken  to  have  been  made  subject 
to  the  State's  right  to  exercise  its  power  of  supervision  and  control 
whenever  it  sees  fit  to  do  so. 

"The  general  principle  is  clearly  set  forth  in  Odd  Fellows'  Cemetery 
Association  et  al.  vs.  City  and  County  of  San  Francisco,  140  Cal.  225; 
Chicago,  Burlington  and  Quincy  Railroad  Co.  vs.  Nebraska,  170  U.  S. 
57;  and  Manigault  vs.  Springs,  199  U.  S.  473. 

"In  the  Odd  Fellows'  Cemetery  Association  case,  the  Supreme  Court 
of  this  State  says: 

"  'It  is  the  settled  law  that  all  property  is  held  subject  to  the  exercise 
of  the  police  power,  and  that  the  provisions  of  the  constitution 
forbidding  laws  impairing  the  obligation  of  contracts,  and  declaring 
that  property  shall  not  be  taken  without  due  process  of  law,  have 
no  application  in  such  cases.' 

"In  the  Chicago,  Burlington  and  Quincy  Railroad  Company  case,  it 
was  held  that  a  contract  between  the  city  of  Omaha  and  two  rail- 
road companies  providing  for  the  building  of  a  viaduct  in  Omaha 
at  the  expense  of  the  railroad  companies,  though  valid  when  made, 
was  subject  to  the  supervisory  power  of  the  legislature  of  Nebraska, 
which  thereafter  enacted  a  statute  changing  the  terms  of  the  con- 
tract with  reference  to  the  duty  of  keeping  the  viaduct  in  repair. 
Mr.  Justice  Shiras,  in  ruling  against  the  claim  of  the  railroads  that 
this  statute  impaired  the  obligation  of  their  contract,  says,  at  page  72 : 
"  'Usually,  where  a  contract,  not  contrary  to  public  policy,  has 
been  entered  into  between  parties  competent  to  contract,  it  is  not 
within  the  power  of  either  party  to  withdraw  from  its  terms  without 
the  consent  of  the  other;  and  the  obligation  of  such  contract  is 
constitutionally  protected  from  hostile  legislation.' 
"Referring  then  to  the  distinction  between  a  contract  between 
private  individuals  and  a  contract  between  public  or  quasi- public 
individuals  or  corporations,  Mr.  Justice  Shiras  continues : 
"  'When,  however,  the  respective  parties  are  not  private  persons 
dealing  with  matters  and  things  in  which  the  public  has  no  concern, 
but  are  persons  or  corporations  whose  rights  and  powers  were 
created  for  public  purposes,  by  legislative  acts,  and  where  the  subject 
matter  of  the  contract  is  one  which  affects  the  safety  and  welfare 
of  the  public,  other  principles  apply.  Contracts  of  the  latter  descrip- 
tion are  held  to  be  within  the  supervising  power  and  control  of 
the  legislature  when  exercised  to  protect  the  public  safety,  health 
and  morals,  and  that  clause  of  the  federal  constitution  which  pro- 
tects contracts  from  legislative  action  can  not  in  every  case  be  suc- 
cessfully invoked.     The  presumption  is  that  when  such  contracts 
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are  entered  into,  it  is  with  the  knowledge  that  parties  can  not,  by 
making  agreements  on  subjects  involving  the  right  of  the  public, 
withdraw  such  subjects  from  the  police  power  of  the  legislature.' 
"In  the  Manigault  case,  plaintiff  contended  that  a  certain  contract 
by  which  the  defendant  had  agreed  with  him  to  remove  a  certain 
dam  over  a  navigable  river  had  been  impaired  by  a  subsequent 
act  of  the  State  Legislature  authorizing  the  defendant  to  erect  and 
maintain  a  dam  across  this  river.  In  deciding  that  the  principle 
of  the  impairment  of  the  obligation  of  the  contract  does  not  apply 
to  the  exercise  by  a  state  of  its  police  power,  the  Supreme  Court 
of  the  United  States,  at  page  480,  says : 

"  'It  is  the  settled  law  of  this  court  that  the  interdiction  of  statutes 
impairing  the  obligation  of  contracts  does  not  prevent  the  State 
from  exercising  such  powers  as  are  vested  in  it  for  the  promotion 
of  the  commonweal,  or  are  necessary  for  the  general  good  of  the 
public,  through  contracts  previously  entered  into  between  indi- 
viduals may  thereby  be  affected.  This  power,  which  in  its  various 
ramifications  is  known  as  the  police  power,  is  an  exercise  of  the 
sovereign  right  of  the  government  to  protect  the  lives,  health,  morals, 
comfort  and  general  welfare  of  the  people,  and  is  paramount  to  any 
rights  under  contract  between  individuals.' 

"See,  also,  the  analogous  case  of  Louisville  and  Nashville  Railroad 
Co.  vs.  Mottley,  219  U.  S.  467,  and  Armour  Packing  Company  vs. 
United  States,  209  U.  S.  56. 

"In  a  number  of  recent  cases,  the  United  States  Supreme  Court 
has  held  that  the  contract  clause  in  the  Federal  Constitution  does 
not  prevent  a  state  from  altering  or  modifying  a  rate  established 
by  a  public  utility  by  contract. 

"In  Knoxville  Water  Company  vs.  Knoxvifle,  189  U.  S.  434,  the 
water  company  made  the  claim,  among  others,  that  an  ordinance 
of  the  city  of  Knoxville  establishing  maximum  rates  for  water 
impaired  the  company's  contracts  with  its  consumers.  In  ruling 
against  this  claim,  Mr.  Justice  Holmes,  at  page  438,  says: 
"  'But  such  contracts,  of  course,  were  made  by  it  (the  water  com- 
pany) subject  to  whatever  power  the  city  possessed  to  modify  rates.' 
"The  city's  power  in  this  behalf  was  that  portion  of  the  city's  police 
power  in  the  premises  which  had  been  delegated  by  the  State  to  the 
city. 

"In  Portland  Railway,  Light  and  Power  Company  vs.  Railroad  Com- 
mission of  Oregon,  229  U.  S.  397,  decided  on  June  10, 1913,  it  appears 
that  the  Railroad  Commission  of  Oregon  found  that  discrimination 
existed  in  the  fares  charged  by  Portland  Railway,  Light  and  Power 
Company  between  Portland  and  Milwaukee  as  contrasted  with 
the  fare  between  Portland  and  Lents.  The  Commission  reduced 
the  fare  between  Portland  and  Milwaukee  from  ten  to  five  cents, 
so  as  to  remove  the  discrimination.  Referring  to  the  claim  of  the 
railroad  that  the  discrimination  was  justified  by  reason  of  a  con- 
tract which  the  railroad  had  entered  into  providing  for  a  five  cent 


8         Rate     Research  107 


fare  between  Portland  and  Lents,  Mr.  Justice  Day,  at  page  412, 
says: 

"  'The  contract  set  up  by  which  the  fares  from  Lentg  were  required 
to  be  not  greater  than  five  cents  can  not  be  held  to  justify  the  dis- 
crimination, as  such  contracts  must  be  taken  to  have  been  made 
in  view  of  the  continuing  power  of  the  State  to  control  the  trans- 
portation of  common  carriers  subject  to  its  jurisdiction.' 
"The  same  principle  was  applied  by  the  Supreme  Court  of  this 
State  in  Pinney  &  Boyle  Company  vs.  Los  Angeles  Gas  and  Electric 
Corporation,  168  Cal.  12,  decided  on  June  10,  1914.  In  this  case, 
after  Los  Angeles  Gas  &  Electric  Corporation  had  contracted  to 
supply  Pinney  &  Boyle  Company  with  electric  energy  at  a  certain 
rate,  the  city  of  Los  Angeles  established  the  rates  which  the  Electric 
Corporation  was  authorized  to  charge,  which  rates  were  higher 
than  those  established  in  the  contract  with  Pinney  &  Boyle  Com- 
pany. Pinney  &  Boyle  Company  refused  to  pay  the  higher  rate 
and  defendant  declined  to  furnish  electricity,  except  at  the  rate 
prescribed  by  the  ordinance  of  city  of  Los  Angeles.  In  holding 
that  the  contract  rate  must  yield  to  the  rate  established  by  public 
authority,  Mr.  Justice  Henshaw,  at  page  18,  says: 
"  *A  word  perhaps  should  be  added  touching  the  asserted  violation 
of  the  provision  of  the  contract  between  the  company  and  plaintiff 
by  the  enforcement  of  the  terms  of  the  regulatory  ordinance.  Upon 
this  it  is  sufficient  to  say  that  it  will  be  conclusively  presumed  that 
the  parties  contracted  in  contemplation  of  the  power  of  the  proper 
board  or  tribunal  to  fix  the  rates  in  every  case  where  such  power 
exists  and  may  have  been  thereafter  legally  exercised  (citing  cases).' 
"The  water  company  in  its  brief  recognizes  this  general  rule  as 
follows : 

"  'We  recognize  the  general  rule  that  where  a  public  utility  con- 
tracts for  service  at  a  fixed  rate  for  a  definite  term,  ordinarily  the 
rate  may  be  modified  during  the  term  provided  by  the  contract  with- 
out impairing  the  obligation  thereof,  and  this  on  the  theory  that  such 
regulation  is  an  exercise  of  the  State's  police  power  inherent  in  its 
sovereignty  and  that  the  parties  must  be  deemed  to  have  contracted 
with  reference  to  such  possibility  of  regulation  by  the  State  in  the 
exercise  of  such  power.' 

"In  view  of  this  admission,  I  shall  not  pursue  the  subject  further, 
but  shall  content  myself  by  referring  to  this  Commission's  Decision 
No.  536,  in  Application  No.  118,  being  application  of  Murray  and 
Fletcher  for  an  order  authorizing  an  increase  in  water  rates  (Vol.  2, 
Opinions  and  Orders  of  the  Railroad  Commission  of  California, 
p.  464),  and  Decision  No.  1309,  in  Case  No.  483,  Town  of  Ukiah 
vs.  Snow  Mountain  Water  and  Power  Company  (Vol.  4,  Opinions 
and  Orders  of  the  Railroad  Commission  of  California,  p.  293),  in 
which  cases  the  authorities  bearing  on  this  question  are  collected. 
"The  water  company,  however,  contends  that  its  contract  is  taken 
out  of  the  general  rule  by  reason  of  the  fact  that  the  contract  is 
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made  with  a  municipality  instead  of  with  a  private  corporation  or 
person.  In  this  connection,  the  water  company  first  urges  that  the 
town  of  SausaUto  is  exercising  a  private  function  and  is  a  private 
water  seller;  Davoust  vs.  City  of  Alameda,  149  Cal.  72;  South  Pasadena 
vs.  Pasadena  Land  and  Water  Company,  152  Cal.  579.  If  this  is 
true,  it  is  difficult  to  understand  why  the  contract  of  the  public 
utility  with  this  private  consumer  should  stand  on  any  different 
footing  from  its  contract  with  any  other  private  consumer.  As 
already  indicated,  the  rate  specified  in  every  contract  between  a 
public  utility  and  a  private  corporation  or  person  as  consumer, 
is  subject  to  alteration  at  the  hands  of  the  State  under  its  police 
power.  I  can  see  no  distinction  in  this  respect  between  a  private 
corporation  which  is  a  consumer  and  a  municipal  corporation  which 
acts  in  the  capacity  of  a  private  corporation  as  a  consumer.  Hence, 
if  the  town  of  Sausalito  be  regarded  as  exercising  a  private  function 
and  as  being  a  private  consumer,  its  case  falls  within  the  general 
rule  and  the  State  has  the  right  to  regulate  the  rate  at  which  the 
service  is  rendered  by  the  public  utility. 

"The  water  company  also  relies  on  a  number  of  authorities  dealing 
with  the  right  of  the  State  to  regulate  a  public  utility  rate 
in  cases  in  which  the  State  has  delegated  or  is  claimed  to  have 
delegated  to  a  municipality,  acting  in  its  governmental  capacity, 
the  right  to  contract  away  the  State's  power  of  regulation  over  a 
utility's  rates.  In  these  cases,  the  municipality  acts  not  in  a  private 
capacity  but  as  agent  of  the  State  in  a  governmental  capacity. 
It  certainly  can  not  be  contended  that  the  municipality,  acting  as 
a  private  corporation,  can  be  authorized  to  barter  away  a  power  of 
government. 

"The  principle  on  which  the  water  company  relies,  namely,  that  the 
State  may  authorize  a  municipality  to  contract  away  a  part  of  the 
State's  police  power  in  the  supervision  and  regulation  of  public 
utilities,  is  established  by  a  number  of  decisions  of  the  Supreme 
Court  of  the  United  States:  Los  Angeles  vs.  Los  Angeles  City  Water 
Company,  111  U.  S.  558;  Detroit  vs.  Detroit  Citizens^  Street  Railway 
Company  184  U.  S.  368;  City  of  Cleveland  vs.  Cleveland  City  Railway 
Company,  194  U.  S.  517;  Vicksburg  vs.  Vicksburg  Waterworks  Company, 
206  U.  S.  496;  City  of  Minneapolis  vs.  Mimneapolis  Street  Railway 
Company,  215  U.  S.  417.  In  each  of  these  cases,  the  Supreme 
Court  of  the  United  States  held  that  an  ordinance  establishing 
the  rates  to  be  charged  by  a  public  utility  amounted  to  a  contract, 
that  such  contract  had  been  authorized  by  the  State  itself  and  that 
the  municipality  could  not  thereafter  reduce  the  rate  established 
in  the  original  ordinance.  In  two  of  these  cases,  the  Los  Angeles 
case  and  the  Minneapolis  case,  the  legislature  had  expressly  ratified 
the  original  ordinance.  In  the  other  three  cases,  the  court  found 
that  the  State  had  expressly  authorized  the  municipality  to  contract 
away  the  State's  power  with  reference  to  the  regulation  of  the  utility 
rate.  In  none  of  these  cases  was  there  any  constitutional  provision 
prohibiting  the  action  taken  by  the  legislature,  either  directly  or 
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through  the  instrumentality  of  a  municipality,  and  in  each  of  these 
cases,  the  latter  action  attempting  to  reduce  the  rate,  was  taken  by 
the  municipality  itself  and  not  by  the  legislature  or  a  State  Com- 
mission. 

(To  be  continued  in  next  week's  Rate  Research.) 

WISCONSIN 

226.2 — Extension  of  Service. 

City  School  Board  of  Beloit  v.  Beloit  Water,  Gas  and  Electric 
Company,  Asking  That  the  Company  Be  Required  To  Extend  Service 
to  Certain  School  Buildings.  Decision  of  the  Wisconsin  Railroad 
Commission,  Ordering  the  Extensions  and  Fixing  the  Terms.  Septem- 
ber 20,  1915. 

The  company  refused  to  make  the  extensions  necessary  to  serve  the 
schools  in  question  free  of  charge  and  the  School  Board  applied  to  the 
Commission  to  make  such  order  as  it  deems  just. 

The  Commission  made  an  estimate  of  the  cost  of  the  two  extensions, 
and   says : 

'Tn  order  to  determine  the  annual  gross  revenue  necessary  to  warrant 
the  expenditure  indicated  above  the  following  method  was  used. 
(See  also  In  re  Refusal  of  Wisconsin-Minnesota  Light  &  Power  Co.  to 
Ext.  Service,  16  W.  R.  C.  R.  184).  [7  Rate  Research  111.]  From 
the  last  three  annual  reports  of  the  respondent  company  it  was  as- 
certained that  operating  expenses  average  42  per  cent  of  the  gross 
revenue,  and  that  the  investment  in  distribution  system  is  approxi- 
mately 41  per  cent  of  the  total  electrical  utihty  investment. 

"The  cost  of  the  extensions  of  the  distribution  system,  therefore, 
constitutes  41  per  cent  of  the  total  investment  necessary  for  rendering 
the  desired  service.  Having  determined  the  total  investment,  the 
next  step  is  to  ascertain  what  annual  sum  would  be  a  reasonable 
return  thereon.  The  capitalization  rate  of  5  per  cent  has  been  used 
inasmuch  as  a  utility  ordinarily  spends  some  effort  in  the  promotion 
of  business,  and  will  usually  accept  additional  consumers  at  a  very 
moderate  immediate  return.  The  annual  sum,  which  capitalized 
will  yield  the  total  investment  required,  may  be  considered  as  the 
portion  of  gross  revenue  in  excess  of  operating  expenses,  and  the 
total  annual  gross  revenue  necessary  for  the  proposed  extensions 
may  be  computed  upon  this  basis.  Applying  this  process  to  the 
cost  of  the  extensions  under  consideration,  as  estimated  by  the  Com- 
mission's engineering  staff,  the  following  results  are  obtained: 

Extension  to  Gaston  School. 

$120.55 — Estimated  cost  of  extension=distribution  system  cost  or 

41%  of  total  investment. 
$294.02— Total  investment. 

$  14.70 — 5%  of  total  investment=58%  of  necessary  gross  revenue. 
$  25.35 — Necessary  gross  annual  payment. 
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Extension  to  Merrill  School. 

$210.90 — Estimated  cost  of  extension=distribution  system  cost 

or  41%  of  total  investment. 
$514.39— Total  investment. 

$  25.72 — 5%  of  total  investment=58%  of  necessary  gross  revenue. 
$  44.34 — Necessary  gross  annual  payment." 

The  Commission  finds  that  the  extensions  are  necessary  for  adequate 
service  and  the  respondent  is  ordered  to  extend  service  upon  condition 
that  the  School  Board  guarantee  an  annual  payment  of  $25.35  for  ser- 
vice at  the  Gaston  School  and  an  annual  payment  of  $44.34  for  service 
at  the  Merrill  School  until  such  time  as  the  connection  of  other  con- 
sumers increases  the  amount  of  service  rendered  by  such  extensions  so 
that  annual  revenue  derived  therefrom  at  the  prevailing  rate  is  equal 
to  the  payments  guaranteed  under  the  order. 

REFERENCES 
INVESTMENT  AND  RETURN 

310— Valuation. 

Conference  on  Valuation.  Held  in  Philadelphia,  Pa.  November 
10-12,  1915.  Electric  Railway  Journal,  November  13,  1915.  p.  990. 
5^  pages. 

An  account  is  given  of  the  conference  on  Valuation  held  at  Philadelphia  under 
the  auspice 3  of  The  Utilities  Bureau.  One  session  of  the  conference  was 
devoted  to  each  of  the  following  subjects:  "The  Reproduction  Theory", 
"Original  Cost",  "Franchise  Values",  "Valuing  Land,"  "Depreciation", 
"Going  Value",  and  "Valuation  and  the  Future  of  Public  Utilities."  The 
report  covers  the  first  four  sessions  only. 

310— Valuation. 

Oral  Argument  Presented  Before  the  Interstate  Commerce  Commission 
by  Counsel  of  the  Presidents'  Conference  Committee  on  Federal  Valu- 
ation of  the  Railroads  in  the  United  States.  Washington,  D.  C. 
September  30  and  October  1,  1915.     Pamphlet  111  pages. 

The  hearing  before  the  Commission  was  for  the  purpose  of  taking  the  testimony 
of  representatives  of  the  common  carriers  on  some  of  the  fundamental  pririciples 
involved  in  the  federal  valuation  of  the  property  of  the  railroads.  Testimony 
was  heard  on  the  following  divisions  of  the  subject:  "The  Reasons  For  the 
Enactment  of  the  Valuation  Act,"  "The  Cost  of  Reproduction,"  "Unit  Prices," 
"Depreciation,"  "The  Meaning  of  the  Phrase  'Owned  or  Used  for  the  Purposes 
of  a  Common  Carrier,' "  "Land,"  "Cost  of  Right  of  Way,"  and  "Other  Values 
and  Elements  of  Value". 

PUBLIC  SERVICE  REGULATION 

253— Commission  Reports  of  Decisions. 

Wisconsin  Railroad  Commission  Reports.  Volumes  14  and  15, 
containing  all  decisions  rendered  by  the  Commission  during  the  period 
from  February  17,  1914  to  February  4,  1915,  are  now  available  in  bound 
form. 
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MUNICIPALITIES 

830 — Municipal  Ownership. 

The  Inefficiency  of  Municipal  Ownership,  by  W.  J.  Grambs.  Read 
Before  the  League  of  Washington  Municipalities,  North  Yakima, 
Washington.  October  6-8,  1915.  Stone  and  Webster,  November,  1915. 
p.  821.     27  pages. 

Drawing  largely  from  the  experience  of  Seattle  and  other  Washington  municipal- 
ities where  municipal  operation  of  public  utilities  has  been  tried,  the  writer  points 
out  the  advantages  and  the  greater  satisfaction  to  be  obtained  from  the  private 
plants  under  state  regulation  than  from  the  municipal  plants.  The  utility  under 
private  operation  is  more  efficient,  and  more  progressive.  The  municipal  utility 
does  not  attract  a  high  order  of  business  ability,  technical  skill,  and  knowledge 
to  its  management.  Labor  conditions  are  unsatisfactory  and  linked  with  politics. 
Discrimination  in  rates  is  permitted  not  alone  between  the  private  consumer  and 
the  taxpayer  but  also  between  private  consumers.  The  municipal  plants  are 
backward  in  methods  of  bookkeeping  and  fail  to  keep  their  accounts  in  such  a  way 
as  to  disclose  the  true  results  of  operation. 

It  is  stated  that  the  action  of  professional  politicians  in  having  the  municipal  utili- 
ties of  Washington  exempted  from  state  regulation  under  the  Public  Service 
Commission  Act  clearly  indicates  their  desire  to  keep  these  utilities  free  from 
any  intelligent  regulation,  so  that  their  usefulness  as  a  political  instrument  would 
not  be  impaired. 

840 — Public  Operation. 

The  Cleveland  Municipal  Lighting   Plant,  by  F.   W.  Ballard. 

Bulletin  No.  2.    September,  1915.    Pamphlet  96  pages. 

The  pamphlet,  the  second  of  a  series  of  reports  which  are  to  be  issued  from  time 
to  time,  presenting  information  as  to  the  municipal  lighting  department  of  the 
city  of  Cleveland,  gives  a  complete  description  of  the  municipal  lighting  plant 
and  system,  and  a  progress  report  of  operating  results  to  September  1, 1915.  Bul- 
letin No.  1,  previously  noted  in  Rate  Research,  was  published  in  April,  1915, 
and  gave  a  history  of  the  electric  lighting  situation  in  Cleveland,  and  an  account 
of  the  operation  of  the  two  smaller  plants  acquired  by  the  city,  one  in  1906  and 
the  other  in  1910,  by  the  annexation  of  suburban  villages. 

GENERAL 

900— General. 

The  Sale  of  Current  to  Municipally  Owned  Distributing  Systems 
BY  Central  Stations,  by  W.  Rawson  Collier.  Read  Before  the 
Recent  Convention  of  the  Southwestern  Section,  N.  E.  L.  A.  Electric 
Review  and  Western  Electrician,  November  13,  1915.  p.  890.  3^  pages. 
With  the  movement  toward  centralized  generating  plants  and  widely  distributed 
transmission  lines,  central  stations  are  confronted  with  the  difficulty  of  being 
unable  to  sell  energy  in  towTis  where  municipal  lighting  plants  and  municipally 
owned  water  works  are  in  operation,  on  account  of  the  fact  that  cities  operating 
such  plants  are  usually  unwilling  to  grant  the  power  companies  a  general  franchise 
to  enter  the  town  for  fear  that  they  would  prove  a  serious  competitor.  The  only 
alternative  is  to  sell  energy  to  these  municipally  owned  distributing  systems,  and 
where  such  activity  has  been  undertaken  the  success  has  been  extremely  gratify- 
ing. In  Georgia,  for  instance,  of  35  municipally  owned  plants  within  easy  access 
to  transmission  lines,  26  are  operated  with  energy  purchased  from  hydroelectric 
companies. 

The  article  points  out  the  advantages  to  the  municipality  and  to  the  central 
station  under  such  an  arrangement,  and  presents  data  based  on  the  experience  of 
central  stations  with  this  class  of  business  which  will  be  of  interest  to  central 
stations  desiring  to  interest  mimicipalities  in  the  purchase  of  power. 
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980— Public  Relations. 

The  Relations  of  The  Railways  and  The  Public,  by  L.  E.  Johnson. 
Presented  Before  the  Western  Society  of  Engineers,  Chicago.  No- 
vember 2,  1915. 

As  a  remedy  of  the  present  unsatisfactory  conditions  which  are  creating  disturb- 
ing and  harmful  elements  in  the  public  and  business  affairs  of  the  railways,  the 
writer  proposes  more  efficient  regulation  rather  than  a  change  to  government 
ownership.  It  is  believed  that  a  majority  of  the  people  think  at  present  that  the 
adoption  of  government  ownership  would  not  promote  the  public  welfare.  The 
experience  of  other  countries  and  a  recognition  of  the  conditions  in  our  own  serves 
as  a  warning  against  undertaking  government  operation  of  our  railways.  More 
attention  should,  therefore,  be  given  the  problem  of  government  regulation  as  the 
alternative  of  government  ownership.  The  purpose  of  government  regulation 
should  be  to  further  the  economy,  efficiency,  and  safety  of  railway  operation; 
to  cause  rates  to  be  reasonable  and  non-discriminatory;  and  to  make  investment 
in  railway  securities  safe  and  attractive. 

The  adoption  of  commission  form  of  regulation  affords  a  means  of  securing  the 
necessary  expert  knowledge  and  the  maximum  of  freedom  from  political  influ- 
ence. However,  under  the  present  system  of  regulation  by  the  Interstate  Com- 
merce Commission  and  forty-five  state  commissions,  the  legislatures  and  Congress 
continue  to  impose  ill-advised  and  ill-considered  restrictions  as  to  service  and  rates 
which  ought  to  be  determined  by  Commissions  after  investigation;  appointments 
or  elections  of  members  of  the  regulating  bodies  are  often  made  not  because  of 
special  fitness,  but  for  political  consideration;  state  regulation  often  is  made  to 
serve  local  considerations  at  the  expense  of  the  interests  of  the  people  of  the  na- 
tion; and  finally,  almost  all  of  our  regulation  is  directed  toward  restricting  the 
net  earnings  of  the  railways  within  the  narrowest  limits  that  the  courts  will  per- 
mit, whereas,  the  governments  should  seek  to  promote  the  prosperity  of  the  rail- 
ways for  much  the  same  reasons  and  to  the  same  extent  that  they  do  the  pros- 
perity of  other  lines  of  business  in  which  the  people  invest  their  capital. 

Suggestions  are  given  for  the  improvement  of  the  present  system  of  regulation 
and  it  is  urged  that  such  problems  should  be  fairly  met  before  considering  the 
much  more  difficult  problems  of  government  ownership. 

COURT  DECISION  REFERENCES 

200 — Public  Service  Regulation — Law  and  Practice. 

Weil  v.  Black.  Decision  of  the  Supreme  Court  of  Appeals  of 
West  Virginia.     October  5,  1915.     86  Southeastern  666. 

Certain  indictments  against  A.  Leo  Weil  concerning  alleged  attempts  to  bribe 
two  members  of  the  Public  Service  Commission  of  West  Virginia  in  the  Manu- 
facturers' Gas  Company  case  are  before  the  intermediate  court  of  Kanawha 
County.  The  Circuit  Court  of  Kanawha  County  awarded  a  writ  of  prohibi- 
tion against  Hon.  Henry  K.  Black,  Judge  of  the  intermediate  court,  to  pro- 
hibit him  from  entertaining  jurisdiction  of  the  indictments.  The  Supreme 
Court  of  Appeals  of  the  State  finds  that  the  intermediate  court  has  jurisdiction. 
The  judgment  of  the  circuit  court  is  reversed  and  the  writ  of  prohibition  is 
discharged. 

The  Court  rules  that  members  of  the  public  service  commission  are  "executive 
officers,"  within  the  meaning  of  section  5a,  c.  147,  Code  1913  (sec.  5253),  making 
it  a  felony  to  attempt  to  bribe  any  executive  or  judicial  officer  of  the  state, 
or  any  member  of  the  Legislature,  by  offering  or  proposing  to  give  him  money, 
testimonial,  or  other  valuable  thmg,  in  order  to  influence  him  in  the  perfor- 
mance of  his  official  or  public  duties. 

The  court  also  finds  that  to  constitute  the  offense  of  attempted  bribery  it 
is  immaterial  whether  the  official  action  sought  to  be  influenced  was  in  itself 
right  and  consistent  with  the  officer's  duty  or  wrong  and  in  violation  of  it. 
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COMMISSION  DECISIONS 
CALIFORNIA 

224.5 — Rates  Fixed  by  Contract. 

Town  of  Sausalito  v.  Marin  Water  and  Power  Company,  Alleging 
that  Contract  Rate  for  Water  Supplied  to  the  Municipality  is  Unrea- 
sonable. Decision  of  the  California  Railroad  Commission,  Finding 
That  It  Has  Jurisdiction  in  the  Matter.  October  6,  1915.  Begun  in 
8  Rate  Research  104. 

''In  a  number  of  other  cases,  including  the  more  recent  cases,  the 
Supreme  Court  of  the  United  States  has  held  that  on  the  facts  of 
those  cases,  the  local  authorities  had  not  been  granted  the  power 
to  barter  away  the  State's  right  to  regulate  a  utility's  rate.  In 
these  cases,  later  ordinances  reducing  the  rates  had  been  upheld 
by  the  Supreme  Court. 

"In  Freeport  Water  Company  vs.  Freeport  City,  180  U.  S.  587,  the 
water  company  brought  an  action  against  the  city  to  recover  com- 
pensation for  water  delivered.  The  city  replied  that  it  had  reduced 
the  rates  established  in  the  original  ordinance  and  offered  to 
pay  the  lower  rates.  The  water  company  replied  that  the  later 
ordinance  impaired  the  company's  contract  rights  growing  out  of 
the  original  ordinance  and  hence,  was  void  under  the  Federal  Con- 
stitution. The  water  company  relied  on  a  statute,  enacted  prior 
to  the  original  ordinance,  authorizing  cities  and  villages  to  'contract' 
with  water  companies  'for  a  supply  of  water  for  public  use,  for  a 
period  not  exceeding  thirty  years.'  This  language  is  practically 
identical  with  the  portion  of  the  Municipal  Incorporation  Act 
of  this  State,  on  which  the  water  company  herein  relies  and  to  which 
reference  will  hereinafter  be  made. 

"The  Supreme  Court  of  Illinois,  in  holding  that  this  language  was 
not  sufficient  to  authorize  a  municipality  to  contract  away  the 
State's  power  to  regulate  the  rates  established  by  ordinance,  says: 

"  'The  language  of  the  statute  does  not  necessarily  imply  the  power 
to  make  a  fixed  rate.     The  authority  "to  contract  for  a  supply  of 

Editorial  Note — ^AU  indented  matter  is  direct  quotation. 
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water  for  public  use  for  a  period  not  exceeding  thirty  years"  does 
not  necessarily  imply  that  the  price  of  the  supply  should  be  fixed 
for  the  entire  period.  The  supply  could  be  made  for  the  entire  term, 
but  the  price  is  to  be  determined  from  time  to  time,  and  the  rates 
to  be  settled  by  the  rules  of  the  common  law.' 

"The  Supreme  Court  of  the  United  States,  by  a  divided  court, 
sustained  the  decision  of  the  Supreme  Court  of  Illinois,  thus  holding 
that  the  power  of  a  municipality  to  'contract'  for  a  supply  of  water 
for  public  use  for  a  definite  term  does  not  give  the  municipality  the 
right  to  contract  away  the  power  of  the  State,  or  the  municipality's 
own  power  as  the  agent  of  the  State  in  its  governmental  capacity, 
to  regulate  the  rate. 

"In  Rogers  Park  Water  Company  vs.  Fergus,  180  U.  S.  624,  a  similar 
conclusion  was  reached  by  the  Supreme  Court  of  Illinois  and  sustained 
by  the  Supreme  Court  of  the  United  States,  again  by  a  divided  court. 

"The  leading  case  on  this  question  is  Home  Telephone  and  Telegraph 
Company  vs.  City  of  Los  Angeles,  211  U.  S.  265,  decided  on  November 
30,  1908.  Thib  was  a  complaint  by  the  telephone  company  for 
an  injunction  against  the  city  of  Los  Angeles  to  prevent  the  city 
from  enforcing  certain  ordinances  establishing  maximum  rates  for 
telephone  service.  The  ordinance  originally  granting  the  franchise 
to  the  telephone  company  had  prescribed  a  certain  maximum  rate 
which  was  higher  than  the  rate  which  the  city  council  thereafter 
undertook  to  establish  by  the  ordinance  which  the  telephone  company 
tried  to  enjoin.  The  telephone  company  claimed  that  the  later 
ordinance,  establishing  lower  maximum  rates,  violated  its  contract 
with  the  city  as  expressed  in  the  ordinance  originally  granting  the 
company's  franchise.  The  Supreme  Court  of  the  United  States 
held  that  the  State  of  California  had  not  delegated  to  the  city  of 
Los  Angeles  the  power  to  contract  away  the  city's  right,  as  agent 
of  the  State,  to  supervise  and  regulate  the  rates  of  the  telephone 
company  and  that  consequently,  as  no  binding  contract  establish- 
ing rates  had  been  entered  into,  the  case  presented  was  not  one  of 
the  impairment  of  contract  obligations.  At  page  273,  Mr.  Justice 
Moody  says: 

"  'The  surrender,  by  contract,  of  a  power  of  government,  though 
in  certain  well  defined  cases  it  may  be  made  by  legislative  authority, 
is  a  very  grave  act,  and  the  surrender  itself,  as  well  as  the  authority 
to  make  it,  must  be  closely  scrutinized.  No  other  body  than  the 
supreme  legislature  (in  this  case  the  legislature  of  the  state)  has 
the  authority  to  make  such  a  surrender,  unless  the  authority  is 
clearly  delegated  to  it  by  the  supreme  legislature.  The  general 
powers  of  a  municipality  or  of  any  other  political  subdivision  of  the 
State  are  not  sufficient.  Specific  authority  for  that  purpose  is 
required.' 
"Again,  at  page  273,  he  continues: 

"  'It  has  been  settled  by  this  court  that  the  State  may  authorize 
one  of  its  municipal  corporations  to  establish  by  an  inviolable  con- 
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tract  the  rates  to  be  charged  by  a  public  service  corporation  (or 
natural  person),  for  a  definite  term,  not  grossly  unreasonable  in 
point  of  time,  and  that  the  effect  of  such  a  contract  is  to  suspend, 
during  the  life  of  the  contract,  the  governmental  power  of  fixing 
and  regulating  the  rates:  Detroit  vs.  Detroit  Citizens' Street  Railway 
Company,  184  U.  S.  368,  382;  Vicksburg  vs.  Vicksburg  Waterworks 
Company,  206  U.  S.  496,  508.  But  for  the  very  reason  that  such  a 
contract  has  the  effect  of  extmguishing  pro  tanto  an  undoubted  power 
of  government,  both  its  existence  and  the  authority  to  make  it  must 
clearly  and  unmistakably  appear,  and  all  doubts  must  be  resolved 
in  favor  of  the  continuance  of  the  power.'  (Citing  cases). 
"Referring  then  to  the  clause  in  the  charter  of  the  city  of  Los  Angeles 
authorizing  the  city  to  establish  telephone  rates,  the  court,  at  page 
274,  says: 

"  'This  is  an  ample  authority  to  exercise  the  governmental  power  of 
regulating  charges,  but  it  is  no  authority  to  enter  into  a  contract 
to  abandon  the  governmental  power  itself.  It  speaks  in  words 
appropriate  to  exercise  the  governmental  power  of  regulating  charges, 
but  it  is  no  authority  to  enter  into  a  contract  to  abandon  the  govern- 
mental power  itself.' 

"After  analyzing  most  of  the  cases  upon  which  the  defendant  in 
this  proceeding  relies,  the  court,  at  page  277,  concludes: 

"  'All  these  cases  agree  that  the  legislative  authority  to  the  munici- 
pality to  make  the  contract  must  clearly  and  unmistakably  appear. 
It  does  not  so  appear  in  the  case  at  bar.  The  appellant  has  failed 
to  show  that  the  city  had  legislative  authority  to  make  a  contract 
of  exemption  from  the  exercise  of  the  power  of  regulation  conferred 
in  the  charter.  It  therefore  becomes  unnecessary  to  consider  whether 
such  a  contract  in  fact  was  made.  The  applicant's  contention,  that 
there  was  a  violation  of  the  obligation  of  its  contract,  must  therefore 
be  denied.' 

"In  Wyandotte  County  Gas  Company  vs.  State  of  Kansas,  231  U.  S. 
622,  decided  on  January  5,  1914,  the  State  of  Kansas  filed  a  com- 
plaint for  an  injunction  against  Wyandotte  County  Gas  Company 
to  enjoin  the  company  from  charging  its  domestic  consumers  in 
certain  cities  in  Kansas,  a  rate  for  natural  gas  in  excess  of  25  cents 
per  1,000  cubic  feet.  The  gas  company  insisted  that  its  contract 
rights  had  been  impaired.  The  company  relied  on  an  ordinance 
passed  by  Kansas  City  in  1904,  prescribing  a  rate  for  natural  gas 
higher  than  the  25  cent  rate  later  established  by  an  act  of  the  legis- 
lature. The  gas  company  relied  on  a  statute  of  1903,  which  gave 
to  cities  of  the  first  class,  including  Kansas  City,  the  power  to  make 
all  contracts  necessary  to  the  exercise  of  the  city's  corporate  or 
administrative  powers,  to  fix  maximum  rates  for  certain  public 
utility  services,  including  gas,  and  to  secure  a  supply  of  natural 
gas  and  to  contract  for  laying  pipes  for  such  service.  Although 
the  ordinance  granting  a  franchise  to  Wyandotte  Gas  Company 
undoubtedly  became,  upon  acceptance,  in  certain  aspects  a  legal 
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contract,  the  Supreme  Court  of  the  United  States  held  that  Kansas 
City  had  not  been  authorized  to  contract  away  the  governmental 
power  of  regulating  utility  rates  and  that  the  legislature  had  the 
right  thereafter  to  decrease  the  rates  originally  established  by  ordin- 
ance. 

"In  the  very  recent  case  of  Milwaukee  Electric  Railway  and  Light 
Company  vs.  Railroad  Commission  of  Wisconsin,  238  U.  S.  174, 
decided  on  June  14,  1915,  the  electric  railway  company  operating 
in  Milwaukee  filed  a  complaint  against  the  Railroad  Commission 
of  Wisconsin  to  enjoin  the  enforcement  of  an  order  directing  the 
company  to  sell  street  car  tickets  in  packages  of  13  for  50  cents. 
The  electric  railway  company  claimed  that  this  order  amounted  to 
an  impairment  of  a  contract  in  that  the  original  franchise  ordinance 
provided  for  the  sale  of  tickets  in  packages  of  25  for  $1.00,.  or  6  for 
25  cents,  this  rate  being  higher  than  that  established  by  the  Rail- 
road Commission.  The  j  udgment  of  the  Supreme  Court  of  Wisconsin, 
sustaining  the  Railroad  Commission's  order,  was  affirmed  by  the 
Supreme  Court  of  the  United  States  by  a  unanimous  decision. 

"Referring  to  the  general  principle  that  the  renunciation  of  the 
sovereign  right  of  establishing  public  utility  rates  must  be  evidenced 
by  terms  so  clear  and  un-equivocal  as  to  permit  of  no  doubt  as  to 
their  proper  construction,  Mr.  Justice  Day  says : 

"  'The  fixing  of  rates  which  may  be  charged  by  public  service  cor- 
porations, of  the  character  here  involved,  is  a  legislative  function 
of  the  state,  and  while  the  right  to  make  contracts  which  shall 
prevent  the  state  during  a  given  period  from  exercising  this  impor- 
tant power  has  been  recognized  and  approved  by  judicial  decisions, 
it  has  been  uniformly  held  in  this  court  that  the  renunciation  of  a 
sovereign  right  of  this  character  must  be  evidenced  by  terms  so 
clear  and  unequivocal  as  to  permit  of  no  doubt  as  to  their  proper 
construction.  This  proposition  has  been  so  frequently  declared 
by  decisions  of  this  court  as  to  render  unnecessary  any  reference  to 
the  many  cases  in  which  the  doctrine  has  been  affirmed.' 

"Mr.  Justice  Day  holds  that  it  is  necessary,  in  order  to  establish 
a  case  of  impairment  of  contract  obligations,  under  circumstances 
such  as  those  shown  by  the  record,  to  show  that  a  contract  has  been 
entered  into  clearly  excluding  any  further  right  of  the  State  to  act 
upon  the  subject  in  the  exercise  of  its  legislative  authority.  After 
reviewing  the  decision  of  the  Supreme  Court  of  Wisconsin,  Mr. 
Justice  Day  concludes  as  follows : 

"  'In  view  of  the  weight  which  this  court  gives  in  deciding  questions 
involving  the  construction  of  legislative  acts  to  decisions  of  the 
highest  courts  of  the  states  in  cases  of  alleged  contracts,  and  our 
own  inability  to  say  that  this  statute  unequivocally  grants  to  the 
municipal  authorities  the  power  to  deprive  the  legislature  of  the 
right  to  exercise  in  the  future  an  acknowledged  function  of  great 
public  importance,  we  reach  the  conclusion  that  the  judgment  of  the 
Supreme  Court  of  Wisconsin  in  this  case  should  be  affirmed.'  "... 
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CALIFORNIA 

226.2— Extension  of  Service. 

Looby  et  al.  v.  San  Diego  Consolidated  Gas  and  Electric  Company, 
Application  For  Extension  of  Service.  Decision  of  California 
Railroad  Commission,  Fixing  Terms.     October  30,  1915. 

The  complainants,  five  residents  of  a  subdivision  of  Chula  Vista, 
California,  asked  that  the  defendant  be  required  to  furnish  them  with 
service  at  the  rates  in  effect  in  Chula  Vista.  The  Commission  finds 
that  it  would  cost  the  company  approximately  $900  to  make  the 
necessary  extension  and  that  interest,  depreciation  and  maintenance 
on  such  investment  would  equal  approximately  twelve  per  cent  or 
S108  per  year.  The  revenue  to  be  obtained  from  the  five  prospective 
consumers  was  estimated  at  $90  per  year.  According  to  the  testimony 
the  extension  will  never  be  self-supporting  at  the  regular  rates  for 
service.     The  Commission  says: 

"While  it  does  not  follow  that  each  extension  ordered  by  this  Com- 
mission must  be  self-supporting,  we  find  on  the  facts  of  this  case, 
that  if  complainants  desire  service  they  should  be  willing  to  guarantee 
a  revenue  in  excess  of  that  estimated  to  be  derived  from  the  extension 
under  existing  rates." 

The  Company  is  ordered  to  make  the  extension  provided  a  good  and 
sufficient  guarantee  is  executed  in  favor  of  the  company,  guaranteeing 
that  at  least  five  consumers  will  use  electricity  and  pay  therefore  a 
minimum  charge  of  $2 .  50  per  month  each  for  a  period  of  three  years. 

MAINE 

132 — Protection  from  Competition. 

Turner  Light  and  Powtjr  Company,  Petition  For  Permission  to 
Furnish  Service  in  the  Town  of  Buckfield.  Decision  of  the  Maine 
Public  Utilities  Commission,  Granting  the  Application.  November 
9,  1915. 

The  Turner  Light  and  Power  Company  asked  for  authority  to  extend 
its  line  and  furnish  ser\ice  in  the  town  of  Buckfield.  The  Buckfield 
Water,  Power  and  Electric  Light  Company,  while  primarily  operating 
a  water  utihty,  has  been  furnishing  some  electric  service.  Its  service 
has  been  inadequate  and  unsatisfactory,  and  it  has  refused  to  supply 
a  number  of  applicants  for  electric  service.  The  Commission,  while 
granting  the  .application  of  the  Turner  Company  is  careful  to  state 
that  if  it  were  possible  for  the  company  in  the  field  to  supply  the  service 
the  Turner  Company  would  not  be  allowed  to  enter.  The  decision 
says: 

"Two  courses  are  open  to  the  Commission:  to  require  the  present 
company  to  furnish  adequate  service,  or  to  permit  some  other  com- 
pany to  do  so.  The  former  ought  to  be  done  if  practicable,  because 
the  interests  of  minority  stockholders  and  bondholders  should  be 
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protected,  even  if  the  management  is  negligent  and  it  should  not  be 
suffered  through  its  negligence  to  jeopardize  such  interests. 

*'But  this  does  not  appear  to  be  a  case  of  failure  to  do  what  the 
company  is  able  to  do.  It  cannot  furnish  such  service  with  its  present 
plant  and  physical  resources.  The  evidence  indicates  that  a  plant 
sufficient  to  supply  the  needs  of  Buckfield  would  cost  more  than 
the  business  would  warrant.  This  view  is  substantiated  by  the 
fact  that  the  company  has  not  seen  fit  during  these  past  few  years 
to  equip  itself  to  take  on  the  business  which  was  knocking  at  its 
door.  Under  these  circumstances  we  do  not  think  that  the  position 
of  investors  in  the  local  company  would  be  improved  by  an  attempt 
to  require  its  officers  to  meet  the  demand  for  service. 

"There  is,  then,  but  one  other  recourse,  the  admission  of  another 
company." 

The  order  provides,  however,  that  the  Turner  Company  shall  file 
with  the  president  or  treasurer  of  the  Buckfield  company  a  written 
proposal  to  purchase  the  property  of  the  Buckfield  company  employed 
in  furnishing  electric  service,  at  a  reasonable  estimate  of  its  value, 
"before  it  begins  to  construct  any  part  of  its  plant,  pole  lines,  or  other 
equipment  in  the  town  of  Buckfield,  or  to  furnish  any  service  therein." 

PHILIPPINE  ISLANDS 

970— Collateral  Business  of  Utilities. 

Strachan  &  MacMurray,  et  al.  v.  The  Philippine  Railway  Com- 
pany, Regarding  Competition  of  the  Defendant  in  Custom  Repair 
Work  and  Local  Lumber  Business.  Decision  of  the  Board  of  Public 
Utility  Commissioners,  Philippine  Islands,  Dismissing  the  Complaint. 
September  15,  1915. 

The  complainants  filed  a  complaint  stating  that  the  railway  company 
has  for  some  time  past  been  engaged  in  custom  repair  work  and  in 
the  business  of  buying  and  selling  lumber  in  competition  with  the 
complainants.  The  complaint  sets  forth  that  the  railway  company 
has  been  able  to  engage  in  such  business  at  prices  which  the  com- 
plainants cannot  possibly  meet,  and  that  the  railway  company  is 
favored  by  the  government's  guarantee  of  four  per  cent  on  its  original 
investment. 

The  Commission  discusses  the  different  phases  of  the  situation  pre- 
sented, and  concludes: 

"Although  the  defendant  company  is  not  expressly  authorized, 
either  by  its  franchise  or  by  its  articles  of  incorporation,  to  engage 
in  the  business  mentioned,  yet,  considering  that  it  is  not  prohibited 
from  domg  so  and  that  it  is,  on  the  other  hand,  advisable  and  pro- 
fitable for  it  to  engage  therein,  we  hold  that  this  is  included  among 
its  incidental  powers  impUcitly  authorized  by  its  franchise  to  enable 
it  to  successfully  manage  its  affairs,  because  the  defendant  company 
has  engaged  in  the  business  mentioned  for  the  sole  purpose  of  making 
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temporary  use  of  the  parts  of  these  shops  which  at  times  it  does  not 
need  in  connection  with  the  operation  of  its  railways,  in  order  to 
use  the  portion  of  its  property  so  lying  idle  in  such  manner  as  to 
produce  gain  or  profit  which  is  a  right  that  every  corporation  is 
acknowledged  to  possess  as  one  of  its  incidental  powers  for  the 
proper  and  suitable  administration  of  its  property.     .     .     . 

"From  the  legal  point  of  view  the  defendant  company  has  therefore 
a  perfect  right  to  continue  doing  commercial  work  in  its  shops  as 
it  has  been  doing  until  the  present,  regardless  of  whether  in  doing 
so  it  competes  with  the  local  shops  of  Iloile  and  Cebu,  because 
the  factor  of  the  competition  must  not  be  considered  in  the  determina- 
tion of  such  right,  competition  being  always  advantageous  to  the 
public  as  a  regulator  of  reasonable  rates  and  being  an  ordinary 
and  current  thing  in  ordinary  business  and  in  all  business  authorized 
by  general  legislation.  As  to  the  government  guarantee  invoked 
by  the  petitioners,  the  same  is  also  a  factor  which  does  not  enter 
into  the  consideration  of  the  present  case,  because  the  Government 
can  not,  despite  its  guarantee,  deprive  the  defendant  company 
of  the  right  to  manage  its  property  as  the  head  of  a  family  ought  to 
manage  that  entrusted  to  his  care.     .     .     . 

"It  is  evident  that  the  defendant  company  has  a  right  to  engage  in 
the  lumber  business  as  set  forth,  without  any  limitation  other  than 
that  this  shall  not  interfere  with  the  operation  of  its  railways,  and 
it  is  in  this  respect  only  that  the  business  referred  to  is  subject  to 
the  control  of  this  board." 

COURT  DECISIONS 

MICHIGAN 

970 — Collateral  Business  of  Utilities. 

Andrews  v.  City  of  South  Haven.  Decision  of  the  Supreme  Court 
OF  Michigan.     July  23,  1915. 

The  complamant,  who  is  a  resident  property  owner  and  tax  payer  of 
the  city  of  South  Haven  engaged  in  selling  and  installing  electrical 
fixtures,  charges  that  the  city  is  engaged  in  a  similar  business  in  excess 
of  its  corporate  authority,  in  competition  with  him,  unlawfully  using 
public  funds  for  that  purpose.  From  a  decision  of  the  Circuit  Court  of 
Van  Buren  County,  sustaining  the  city's  demurrer  to  complainant's 
bill,  the  complainant  appeals. 

"The  City  owns  and,  through  its  Board  of  Public  Works,  operates 
a  municipal  lighting  plant  from  which  it  supplies  itself  and  in- 
habitants with  electric  lights.  It  keeps  on  hand,  purchased  with 
public  money  raised  by  taxation  and  transferred  to  a  fund  for  that 
purpose,  a  stock  of  electrical  fixtures  and  accessories  similar  to  those 
dealt  in  by  complainant,  which  it  sells  to  its  inhabitants,  also  furn- 
ishing to  them,  for  hire,  its  regularly  employed  electricans  to  install 
wiring  and  electrical  equipment  in  their  private  residences  and  places 
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of  business,  advertising  that  it  will  perform  such  work,  furnish  and 
install  fixtures,  supply  attachments,  light  bulbs  and  all  electrical 
accessories,  for  private  individuals  on  their  premises,  in  their  private 
residences  or  places  of  business,  substantially  at  cost.     .     .     . 

"In  this  inquiry  the  governmental  powers  of  a  city,  by  which  it 
regulates  and  controls  its  citizens  in  a  sovereign  capacity,  are  not 
involved. 

"The  question  raised  here  relates  only  to  the  propriety  or  business 
powers  of  the  city,  by  means  of  which  it  may  act  and  contract  for 
its  own  private  advantage  and  that  of  its  inhabitants  combined. 
In  the  exercise  of  the  latter  powers,  the  municipality,  acting  through 
its  officers,  is  governed  by  the  same  rules  which  control  a  private 
individual  or  business  corporation  under  like  circumstances. 
Omaha  Water  Power  Co.  vs.  City  of  Omaha,  Fed.  Rep.,  p.  I.  In 
such  case  the  fact  that  a  city  engaging  in  a  certain  line  of  activity, 
commercial  in  its  nature,  competes  with  and  thereby  damages  one 
of  its  inhabitants  in  his  business  does  not  entitle  him  to  relief, 
for  the  city  owes  him  no  immunity  from  competition. 

"The  electric  light  plant  which  defendant  owned  and  operated, 
although  a  municipal  public  utility,  was  a  business  concern  or 
enterprise.  In  its  operation  and  business  management  the  city 
had  the  right  and  power  to  do  those  things  naturally  connected  with 
and  belonging  to  the  running  of  such  a  business  which  a  private 
corporation  would  have  in  the  same  connection.  Pond  on  Pub. 
Utilities,  Sec.  8." 

The  finding  of  the  lower  court  is  affirmed. 

FEDERAL   COURT 

129.1 — Discrimination. 

Homestead  Co.  v.  Des  Moines  Electeic  Company.  Decision  of 
District  Court,  S.  D.  Iowa,  C.  D.    August  30,  1915.     226  Federal  49. 

The  petition  alleges  that  the  electric  company  was  guilty  of  discrim- 
ination in  charges,  having  demanded  and  received  for  service  to  the 
plaintiff  the  established  public  rates  for  light  and  power,  while  defendant 
at  the  same  time  and  under  like  conditions  charged  plaintiff's  com- 
petitor a  rate  equivalent  to  42  per  cent,  of  the  published  rate.  Plaintiff 
asks  damages  in  the  amount  of  the  difference  between  the  published 
rate  and  the  reduced  rate  charged  the  plaintiff.  During  all  the  time 
in  controversy  an  ordinance  was  in  force  fixing  the  maximum  rates  for 
light  and  power,  and  the  rates  charged  the  plaintiff  were  less  than  the 
maximum  charge  allowed  by  the  ordinance.  The  Company  entered  a 
demurrer  to  the  petition  which  is  sustained  in  part  and  overruled  in 
part.  The  Court  rules  that  the  ordinance  rates  must  be  assumed 
to  be  reasonable,  and  the  plaintiff,  not  having  paid  in  excess  of  these 
rates  cannot  recover  upon  any  theory  that  the  rate  paid  was  unreason- 
able. 
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The  court  says,  however: 

"I  cannot  agree  with  counsel  for  defendant  that  mere  discrim- 
ination in  rates  furnishes  no  cause  of  action  for  damages  to  a  person 
injured  thereby.  A  pubhc  service  corporation  cannot  charge  one 
patron  one  price  and  a  competitor  another  price  for  the  same  service 
even  though  the  higher  rate  may  not  be  in  excess  of  the  legal  rate." 

The  following  cases  are  cited:  Phelan  v.  Boone  Gas  Co.,  147  Iowa  626, 
125  N.  W.  208,  31  L.  R.  A.  (N.  S.)  319;  Cook  v.  Railway,  81  Iowa  551 
46  N.  W.  1080,  9  L.  R.  A.  764,  25  Am.  St.  Rep.  512;  Huffman  v.  Tele- 
phone Co7npany,  143  Iowa  590,  121  N.  W.  1033,  23  L.  R.  A.  (N.  S.)  1070; 
St.  Paul  Book  Company  v.  St.  Paul  Gaslight  Company,  153  N.  W.  22; 
Pennsylvania  Company  v.  Coal  Company,  230  U.  S.  184,  33  Sup.  Ct.  893, 
57  L.  Ed.  1446,  Ann.  Cas.  1915A,  315;  Western  Union  Co.  v.  Call  Co. 
181  U.  S.  92,  21  Sup.  Ct.  561,  45  L.  Ed.  765;  Sullivan  v.  Railway, 
121  Minn.  488,  142  N.  W.  3,  45  L.  R.  A.  (N.  S.)  612. 

"Under  the  cases  quoted,  and  numerous  others,  as  well  as  upon  sound 
principles  of  public  policy,  I  hold  that  a  public  service  corporation  has 
no  power  to  charge  one  patron  one  price  and  another  a  lower  price 
provided  the  conditions  are  the  same,  even  though  the  higher  price 
may  not  be  said  to  be  unreasonable  or  unlawful. 
"This  being  the  law,  any  person  or  corporation  who  violates  this  law  is 
liable  in  damages  to  any  person  injured  as  the  direct  and  proximate 
result  of  such  unlawful  act.  This  must  be  fundamental.  On  the 
other  hand,  in  the  absence  of  statute,  a  person  not  injured  by  such 
unlawful  act  cannot  recover.  There  is  no  such  thing  as  a  recovery 
of  a  penalty  or  recovering  a  judgment  by  way  of  punishment.  Some 
courts  have  held  that  such  unlawful  practices  may  be  restrained  by 
injunction,  or  that  legal  duty  may  be  enforced  by  mandamus;  but 
no  court  has  held  that  a  person  who  has  not  actually  suffered  damage 
can  recover  a  judgment  for  a  violation  of  this  sound  principle  of  law 
and  public  policy. 

"What  is  the  measure  of  damages  in  such  case  has  been  the  subject  of 
extended  discussion  in  the  courts.  There  is  much  of  conflict  in  the 
opinions.  Most  of  the  cases  have  arisen  with  reference  to  discrim- 
ination in  railway  rates.  Many  courts  have  held  that  the  person 
paying  the  higher  rate  for  transportation  of  freight  is  entitled  to 
recover  the  difference  between  the  rate  paid  and  the  lower  rate  charged 
a  competitor.  As  applied  to  railway  rates,  this  ruling  might  be 
upheld  where  it  was  shown  that  the  person  who  received  the  favor 
of  a  lower  rate  was  in  direct  competition  with  the  person  who  paid 
the  higher  rate,  and  that  shipments  were  made  by  each  of  the  same 
kind  of  property,  under  the  same  conditions,  to  the  same  market 
and  sold  under  the  same  or  similar  conditions.  In  such  case  it 
might  appear  that  the  difference  in  the  rate  would  be  the  actual 
injury  suffered. 

"But  as  a  general  proposition  I  do  not  think  that  the  difference  in  rate 
is  the  measure  of  damages.  I  think  a  great  deal  of  confusion  has 
arisen  by  failing  to  keep  in  mind  the  real  basis  of  the  cause  of  action 
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for  damages.     The  injured  person  was  not  injured  by  reason  of  the 

higher  rate  charged  to  him,  it  being  conceded  that  such  rate  was 

reasonable;  if  he  has  been  damaged,  it  is  because  of  the  lower  rate 

charged  his  competitor,  and,  this  being  true,  the  difference  between 

such  lower  rate  and  the  higher  rate  charged  a  competitor  cannot 

always  measure  the  loss  actually  sustained  as  a  direct  result  of  the 

discrimination." 

The  plaintiff  in  this  case  was  engaged  in  printing  a  weekly  newspaper  and 

doing  a  job  printing  and  electrotyping  business,  and  the  competitor  was 

engaged  in  running  a  newspaper  and  job  printing  plant  in  the  same  city 

under  like  conditions.     The  court  holds  that  the  plaintiff  is  not  entitled 

to  recover  the  difference  in  the  rates  paid  and  that  no  other  elements 

of  damage  are  charged.     The  plaintiff  is,  however,  plainly  entitled  to 

recover  nominal  damages  (1  Sutherland  on  Damages  10).     The  petition 

does  state  a  cause  of  action  for  nominal  damages,  and  therefore  the 

demurrer  thereto  must  be  overruled. 

112.5— Ordinance  Rates. 

The  petition  charged  that  the  rates  paid  by  plaintiff  were  unreasonable 
and  excessive  to  the  extent  of  58  per  cent.  It  is  admitted,  however,  that 
the  rates  paid  were  less  than  the  maximum  rate  prescribed  by  ordinance. 
This  raises  the  question  of  the  plaintiff's  right  to  test  the  reasonableness 
of  the  ordinance  rate. 

"Upon  this  question  there  is  conflict  in  the  authorities.  Without 
reviewing  them,  I  adopt  the  reasoning  and  conclusion  reached  in  St. 
Paul  Book  Co.  v.  St.  Paul  Gaslight  Co.  (Minn.)  153  N.  W.  262,  supra, 
upon  this  point.  The  authorities  are  fully  reviewed  and  the  court 
says: 

"  'Our  conclusion  is  that  the  reasonableness  of  the  rate  for  electric 
current  supplied  by  defendant  cannot  be  raised  at  the  instance  of  the 
individual  user  so  long  as  such  rate  does  not  exceed  the  maximum 
established  by  the  ordinance  referred  to.' 

"It  is  my  judgment  that  it  would  be  practically  impossible  to  conduct 
a  public  service  corporation,  if  each  patron  could  in  an  independent 
action  test  the  reasonableness  of  the  rate  after  the  same  had  been 
fixed  by  the  city  council,  acting  under  express  authority  granted  by 
the  Legislature.  In  such  cases  tried  to  different  juries  in  different 
courts,  different  results  would  only  be  natural,  so  that  there  would  be 
no  uniformity  of  price,  and  the  expense  and  uncertainty  incident  to 
such  a  system  would  be  ruinous.  If  such  methods  were  permissible, 
the  courts,  in  considering  what  constitutes  a  reasonable  rate,  would 
have  to  allow  a  large  sum  to  be  expended  each  year  in  defending  the 
rates  established  by  the  proper  tribunal." 

FEDERAL  COURT 
810 — Municipal  or  Local  Regulation  of  Utilities. 

Iowa  Telephone  Co.  v.  City  of  Kjeokuk.    Decision  of  the  District 

Court,  S.  D.  Iowa,  E.  D.    June  19,  1915.     226  Federal  82. 

The  City  of  Keokuk  passed  an  ordinance  in  1913  which  fixed  the  max- 
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imum  rates  to  be  charged  by  any  telephone  company  in  that  city,  and 
which  also  provided  that  no  telephone  company  shall  operate  in  the  city 
without  a  franchise  granted  by  the  city.  The  Iowa  Telephone  Com- 
pany, which  had  been  occupying  the  streets  since  about  1882,  com- 
menced an  action  to  test  the  validity  of  the  ordinance  as  affecting  its 
own  rights.  The  case  was  tried  before  Hon.  Robert  Sloan,  special 
master.  In  his  report  it  was  stated  as  conclusions  of  law  that  the 
ordinance  was  invalid  in  so  far  as  it  purported  to  affect  any  of  the  rights 
of  the  complainant  to  use  the  streets,  and  in  so  far  as  it  attempted  to, 
fix  the  maximum  rate  for  telephone  service.  Exceptions  to  this  report 
were  filed  and  are  overruled  by  the  court. 

The  court  finds  that  prior  to  the  Code  of  1897,  a  telephone  company  had 
the  right  under  the  general  laws  of  the  state  to  use  the  public  highway 
without  any  direct  authority  from  the  city.  The  complainant  con- 
structed its  system  dependent  upon  this  right  and  subsequent  legislation 
could  not  deprive  the  company  of  such  right. 

112.1— Indeterminate  Permit. 

The  right  which  the  complainant  enjoys  is,  therefore,  in  the  nature  of  a 
perpetual  right  to  the  use  of  the  streets. 

The  court  says: 

"Much  has  been  said,  and  many  authorities  quoted,  to  the  effect  that 
unlimited  franchises  are  against  public  policy.  It  will  be  found, 
however,  that  in  nearly  every  case  where  this  principle  is  announced 
the  court  was  considering  a  franchise  which  not  only  granted  a  right, 
but  which  fixed  the  conditions,  and  often  the  rates  to  be  charged.  As 
to  such  franchises  there  is  no  question  but  that  a  perpetual  franchise  is 
considered  to  be  against  public  policy.  Conditions  change  with  the 
passing  years,  and  rates  should  change,  and  conditions  of  service 
should  change,  and  the  public  should  have  the  advantages  of  new 
inventions  and  new  methods;  so  that  it  would  clearly  be  against 
public  policy  to  grant  a  franchise  in  perpetuity,  in  which  rates  and 
conditions  of  service  were  definitely  prescribed. 

"But  complainant  acquired  no  such  franchise  or  right.  It  is  helpful 
all  through  this  case  and  especially  so  in  construing  the  various 
statutes  involved,  to  bear  in  mind  just  what  right  the  complainant 
did  acquire,  and  what  right  the  state  reserved.  The  only  right 
acquired  was  the  'bare  right'  to  the  use  of  the  streets  and  highways. 
The  conditions  of  such  use  not  being  specified,  the  power  to  prescribe 
such  conditions  were  reserved.  The  Legislature  in  its  wisdom, 
having  in  mind  a  perpetual  grant,  knew  that  conditions  of  the  state 
and  the  communities  would  demand  constant  change,  in  the  manner 
in  which  the  telegraph  and  telephone  lines  should  be  constructed  and 
maintained,  and  therefore  it  retained  absolute  power  to  fix  the 
conditions  from  time  to  time.  Those  who  constructed  telegraph 
and  telephone  lines  knew  that  the  state  reserved  this  power,  and 
accepted  the  grant  subject  thereto." 


126  8        Rate     Research 


132.8 — Unnecessary  Duplication. 

The  rights  held  by  the  complainant  are  not  exclusive.  In  1897,  the 
legislative  passed  a  law  requiring  a  franchise  for  all  future  builders  of 
telegraph  and  telephone  lines  in  cities. 

"As  a  result  of  the  wise  legislation  in  the  past,  a  network  of  wires 
extended  all  over  the  state,  and  every  city  and  town  had  its  exchanges 
estabhshed.  It  is  well  known  that  several  exchanges  in  a  city  rather 
.  increases  than  diminishes  the  cost  of  telephone  service,  and  there 
was  wisdom  under  existing  conditions  in  granting  to  cities  the  power 
to  say  whether  additional  telephone  systems  should  be  established  or 
not." 
810— Miznicipal  or  Local  Regulation  of  Utilities. 

In  regard  to  the  city's  power  to  fix  maximum  rates,  the  court  finds  that 
the  legislature  conferred  the  power  upon  cities  to  establish  rates  for 
water,  gas,  light,  power,  etc.,  but  makes  no  specific  mention  of  telephone 
service. 

"It  was  as  easy  for  the  Legislature  to  use  express  words  in  conferring 
the  rate-making  power  upon  cities  as  to  telephones  as  it  was  as  to 
water,  gas,  and  electricity,  and  when  the  express  language  is  not  used 
we  have  to  assume  that  it  was  because  it  was  not  intended  to  grant 
the  power. 

"There  are  reasons  for  withholding  such  power  from  municipalities 
and  retaining  it  in  the  state,  at  least  so  far  as  general  telephone 
systems  composed  of  long-distance  lines  and  local  exchanges  are 
concerned.  The  limit  in  rate-making,  whether  by  state  or  municipal' 
ity,  is  that  they  must  be  reasonable  and  shall  not  be  confiscatory. 
Where  a  corporation,  as  the  complainant,  owns  an  extensive  system, 
it  would  be  difficult,  if  the  rate-making  power  existed  in  each  separate 
municipality  to  fix  rates  for  the  service  within  the  city,  to  have  such 
uniformity  in  rates  prescribed  by  the  different  cities  as  would  insure 
a  reasonable  rate  to  all  users  of  the  telephone  system,  especially  for 
long-distance  service. 

"This  question  has  been  before  many  different  courts,  and  they  have 
uniformly  held  that,  unless  the  state  expressly  granted  the  power  to 
the  municipality  to  fix  rates,  it  had  no  such  power." 

REFERENCES 

INVESTMENT  AND  RETURN 

310— Valuation. 

Conference  on  Valuation.  Held  in  Philadelphia,  Pa.,  November 
10-12,  1915. 

The  conference  on  valuation  in  Philadelphia  is  reported  in  the  following;  Electric 
Railway  Journal,  November  20,  1915,  p.  i031,  3  pages;  Electrical  Review  and  Western 
Electrician,  November  20,  1915,  p.  939,  3  pages;  and  Electrical  World,  November 
20,  1915,  p.  1125,  5  pages.  The  Electric  Railway  Journal  covers  only  the  pro- 
ceedings of  the  third  day  which  was  devoted  to  a  discussion  of  Depreciation, 
Going  Value,  and  Valuation  and  the  Future  of  Public  Utilities.  Earlier  sessions 
were  reported  in  last  week's  issue  as  noted  in  8  Rate  Research  110. 
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PUBLIC  SERVICE  REGULATION 

112.1 — Indeterminate  Permit. 

State    Regulation,    With    the    Indeterminate    Permit   and    the 
Certificate   of   Public    Convenience   and   Necessity,   by   M.    H. 
Aylesworth.     Paper  Read  Before  the  Colorado  Electrical  Associa- 
tion.    September  24,  1915. 

Mr.  Aylesworth,  member  and  attorney  of  the  Colorado  Public  Utilities  Com- 
mission says,  "It  is  certainly  true  that  within  the  broad  powers  of  state  regula-tion 
for  the  protection  of  the  public,  there  should  be  protection  of  the  public  utility 
as  well,  and,  in  my  opinion,  the  ideal  public  utilities  law  should  have  embodied 
in  it  the  indeterminate  permit  and  the  certificate  of  public  convenience  and  nec- 
essity." 

132 — Protection  from  Competition. 

Regulation  of  Public  Utilities  Has  Made  Competition  Unnecessary 
and  Unfair,  by  Geo.  L.  Myers.  Journal  of  Electricity,  Power  and 
Gas,  November  20, 1915,  p.  896,  1|  pages. 

Reasons  are  given  for  delegating  to  public  service  commissions  the  power  of 
regulating  competition. 

268 — Public  Service  Laws. 

Laws  of  the  State  of  New  Hampshire  Relating  to  the  Duties  of 
the  Public  Service  Commission.     1915.     Pamphlet,  207  pages. 

The  laws  of  the  state,  relating  to  the  work  of  the  Public  Service  Commission, 
have  been  compiled  by  the  New  Hampshire  Public  Service  Commission  and  issued 
in  pamphlet  form. 

COURT  DECISION  REFERENCES 

112— Franchises. 

Village  of  Fredonia  v.  Fredonia  Natural  Gas  Light  Company. 
Decision  of  the  New  York  Supreme  Court,  Appellate  Division. 
Second  Department.  October  1,  1915.  155  New  York  Supplement 
212. 

The  respondent  company  holds  a  franchise  granting  it  the  privilege  of  laying  gas 
mains  in  the  city  of  Fredonia.  The  supplying  of  gas  to  consumers  became  un- 
remunerative  and  the  company  ceased  operation  for  a  time.  Later  it  gave  the 
usual  notice  to  the  city  of  a  proposed  laying  of  a  new  main.  A  competing  company 
offered  to  bear  all  expenses  in  connection  with  testing  the  validity  of  the  Fredonia 
company's  franchise.  The  city  accordingly  brought  suit  to  forfeit  the  defendant's 
franchise  for  non-user  and  to  restrain  the  defendant  from  exercising  any  rights  or 
privileges  under  its  special  franchise  to  lay  gas  pipes  in  the  streets.  A  decision 
in  favor  of  the  defendant  was  rendered  in  the  New  York  Supreme  Court  (149  New 
York  Supplement  964),  and  the  holdings  of  the  court  in  that  decision  which  were 
reported  at  length  in  6  Rate  Research  203  are  affirmed.  The  former  decision  is 
reviewed,  and  the  court  says: 

"It  appears  that,  after  the  Fredonia  Company's  activity  was  dormant,  its 
special  franchise  was  assessed,  and  the  taxes  were  paid  thereon.  The  justice 
vacating  the  injunction  held  that : 
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"  'The  receipt  and  retention  by  the  village  of  benefits  therefrom,  upon  the 
plainest  principles  of  law  and  equity,  should  estop  the  plaintiff  from  now 
asserting  that  no  such  franchise  rights  exist.     .     .     . 

"  'It  is  not  every  non-user  that  will  furnish  grounds  for  a  forfeiture.  To  work 
a  forfeiture  there  should  be  something  wrong;  and  not  only  a  wrong  but  one 
arising  from  willful  abuse  or  improper  neglect;  such  neglect  as  indicates  an 
indifference  to  the  demands  of  public  duty.  People  v.  B.  &  R.  Turnpike  Co., 
23  Wend.  236;  People  v.  Atlantic  Ave.  R.  R.  Co.,  125  N.  Y.  531  (26  N.  E.  622). 
Forfeiture  is  a  punishment  for  fault  not  for 'misfortune.' 

"The  learned  justice  goes  on  to  show  that  this  franchise  contains  no  condition 
as  to  furnishing  gas.     He  adds  significantly: 

"  'The  village  has  not  even  attempted  to  revoke  it,  except  by  bringing  this 
action,  which  seems  to  be  in  the  interest  of  the  rival  company  rather  than  the 
village  as  such.  A  competitor  should  not  be  thus  eliminated  unless  the  law 
plainly  so  declares.'  " 

230 — Complaints. 

St.  Louis  &  S.  F.  R.  Co.  v.  State.  Decision  of  the  Supreme  Court 
OF  Arkansas.     October  4,  1915.     179  Southwestern    342. 

The  St.  Louis  and  San  Francisco  Railroad  Company  was  convicted  and  fined  in 
the  Circuit  Court  for  failure  to  obey  an  order  of  the  Railroad  Commission.  The 
railroad  appealed  and  is  upheld  by  the  Supreme  Court  of  the  State  for  the  reason 
that  no  petition  for  such  order  signed  by  15  bona  fide  citizens  was  ever  filed  with 
the  Commission.  The  petition  upon  which  the  Commission  acted  was  signed  by  18 
names  all  of  which  are  corporations  and  co-partnerships  except  one,  and  the  Court 
finds  that  corporations  and  co-partnerships  are  not  "bona  fide  citizens  residing 
in  the  territory  sought  to  be  affected  by  said  petition."     The  court  says: 

'  'The  presumption  is  not  to  be  indulged  that  petitions  will  be  signed  upon  mere 
presentation;  but  upon  the  contrary,  the  presumption  of  law  must  be  that 
signers  will  not  seek  to  put  in  motion  the  machinery  of  the  law  to  require  a 
railway  company  to  grant  the  relief  prayed  until  the  signer  has  concluded  that 
the  relief  prayed  for  should  be  granted.  If  the  rule  were  otherwise  the  require- 
ment of  a  petition  would  be  futile.  For  a  corporation  to  exercise  this  function 
would  require  investigation  and  consideration  by  its  directors  and  a  conclusion 
to  be  reached  by  them.  No  mere  stockholder  or  officer  of  a  corporation, 
upon  his  own  initiative,  would  have  the  right  to  declare  the  corporate  will. 
Some  other  officer  or  stockholder  might  be  of  a  contrary  opinion,  and  to  avoid 
this  conflict  a  corporation,  if  authorized  to  act  at  all,  would  have  to  act  in  some 
manner  permitted  by  statute.  But  the  Legislature  having  made  no  provision 
by  which  the  assent  of  a  corporation  might  be  evidenced,  but,  upon  the  contrary, 
having  used  language  which  in  its  ordinary  acceptation  would  refer  only  to 
individuals,  we  have  concluded  that  the  petition  was  not  signed  as  required  by 
law,  and  that  the  Railroad  Commission  was  therefore  without  jurisdiction 
to  make  the  order  upon  which  this  prosecution  is  based  and  the  cause  will 
therefore  be  reversed  and  dismissed." 


OTHER  PUBLICATIONS 

Public  Utilities  Reports,  published  bi-weekly  by  the  Lawyer's 
Co-operative  Publishing  Company,  Rochester,  New  York.  Bi-weekly 
numbers  $1.00  each,  $25.00  per  year.     Bound  volumes  $5.00  each. 

The  Public  Utility  Reports,  containing  decisions  of  public  service  commissions 
and  of  state  and  federal  courts,  publication  of  which  was  begun  the  first  of  this 
year,  have  been  regularly  received  by  Rate  Research,  and  the  above  information 
was  inadvertently  omitted  from  the  list  of  publications  reviewed  by  Rate 
Research  which  was  published  in  8  Rate  Research  35. 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


RATE  RESEARCH 

CHANGES  IN  RATES 

Rate  Research  is  very  anxious  to  report  promptly  all 
changes  in  the  rates  of  member  companies.  It  would  be 
of  great  assistance  in  keeping  this  department  up  to  date, 
if  all  subscribing  companies  would  send  copies  of  new  rate 
schedules  or  notices  of  changes  in  their  rates.  It  would 
also  be  helpful  if  member  companies  would  send  informa- 
tion regarding  such  changes  in  rates  of  other  companies  as 
may  come  to  their  attention. 

THE  NEW  YORK  EDT.SON  COMPANY 
RATE  SUPPLEMENTS 

500 — Rate  Practice. 

New  York  Edison  Company,  Supplements  43  and  44  to  the  Company's 
Rate  Schedules,  Containing  Provisions  as  to  Lamp  Service*  and  Sub- 
metering. 

In  accordance  with  the  decision  of  the  New  York  First  District  Com- 
mission (reported  in  8  Rate  Research  51,  53),  the  New  York  Edison 
Company  has  filed  amendments  to  its  rate  schedule,  giving  a  statement 
of  lamp  prices,  and  prices  at  which  the  meters  now  installed  upon  the 
premises  of  the  customer  for  sub-metering  may  be  purchased  from  the 
Company. 

EDiTOMAii  Note — All  indented  matter  is  direct  quotation. 
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550 — Lamp  Service.  ^ 

The  following  is  the  schedule  of  prices  on  standard  tungsten  lamps: 


umber  of  Lamps 

Additional  Charge 

in  Standard 

Under  Lamp 

*New  Sales 

Package 

Service  Agreement 

Prices 

100 

10-watt,  plain 

$0.17 

$0.22 

100 

15-watt,  plain 

.15 

.22 

100 

20-watt,  plain 

.12 

.22 

100 

25-watt,  plain 

.10 

.22 

100 

40-watt,  plain 

.05 

.22 

100 

60-watt,  plain 

Free 

.29 

24 

100-watt,  plain 

Free 

.52 

24 

loO-watt,  plain 

Free 

.87 

12 

250-watt,  plain 

Free 

1.42 

8 

400-watt,  plain 

Free 

2.54 

8 

500-watt,  plain 

Free 

2.76 

*Customers  desiring  to  purchase  Tungsten  lamps  from  the  Company  in  full 
standard  packages,  permitting  shipment  direct  from  the  factory  under  manu- 
facturer's bulk  delivery  conditions,  will  be  allowed  a  discount  of  10%  from  this 
schedule  on  lamps  of  100-watt  size  and  smaller,  and  of  5%  on  lamps  of  the  150- 
watt  size  and  larger. 

560— Standard  Riders. 

The  following  are  the  prices  at  which  the  meters  now  installed  upon 
the  premises  of  the  consumer  may  be  purchased  by  the  consumer 
with  the  understanding  that,  if  subsequently  sub-metering  is  no  longer 
required,  the  meters  so  purchased  may  be  returned  within  a  period 
of  six  months,  from  January  1,  1916,  and,  if  in  acceptable  condition, 
the  full  amount  paid  for  them  will  be  refunded. 

For  meters  not  exceeding  10  amperes  rated  capacity l^>-240  volts,  $  8.00 

In  excess  of  10  amperes  rated  capacity,  but  not  exceeding 

25  amperes 120-240  volts,    10.00 

In  excess  of  25  amperes  rated  capacity,  but  not  exceeding 

50  amperes 120-240  volts,    13.50 

In  excess  of  50  amperes  rated  capacity,  but  not  exceeding 

75  amperes 120-240  volts,    17.00 

In  excess  of  75  amperes  rated  capacity,  but  not  exceeding 

100  amperes 120-240  volts,    20.00 

In  excess  of  100  amperes  rated  capacity 120-240  volts,    25 .00 


COMMISSION  DECISIONS 
IDAHO 

300 — Investment  and  Return. 

Taylor  v.  Northwest  Light  and  Water  Company  et  al..  Alleging 

That  Rates  For  Electric  Service  Are  Unreasonable.     Decision  of  the 

Idaho  Public  Utilities  Commission,  Fixing  Rates.     November  13, 

1915. 

Upon  the  complaint  of  James  H.  Taylor,  as  mayor  of  the  City  of 

Wallace,  the  Commission  investigated  the  rates  for  electric  service 

charged  by  the  Northwest  Light  and  Water  Company. 
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310— Valuation. 

The  Commission  states  that  the  necessary  funds  were  not  available 
to  enable  it  to  make  an  independent  and  separate  determination  of 
the  value  of  the  property.  Two  valuations  were  submitted,  one  for 
the  company,  and  one  for  the  complainant,  and  the  Commission  com- 
pared the  estimates  on  each  item  of  property  and  took  the  one  which 
appeared  to  be  the  more  accurate.  In  the  case  of  land  where  a  number 
of  witnesses  were  heard,  the  Commission  took  an  average  of  all  the 
estimates  submitted.     The  Commission  says: 

"We  dislike  to  have  to  resort  to  this  method  of  fixing  values,  as  it 
resembles  too  closely  the  abominable  practice  of  juries  in  settling 
difficulties  in  the  jury  room." 

313— Prices. 

The  estimates  on  the  cost  of  the  buildings  differed  widely.  The  deci- 
sion says: 

"Both  valuations  are  subject  to  criticism  on  the  ground  that  the 
authors  used  values  at  a  particular  time  instead  of  taking  the 
average  values  of  labor  and  material  over  a  period  of  three  or  five 
years.  Wallace  is  strictly  a  mining  town  and  no  community  is  as 
sensitive  to  change  in  times  as  a  mining  district.  When  times  are 
good,  prices  of  all  commodities  soar  high,  but  when  times  are  hard 
prices  fall  just  as  quickly." 

312.8 — Discarded  Property. 

The  company  has  certain  steam  power  plant  and  boiler  equipment, 
which,  at  one  time,  was  necessary  for  auxiliary  service.  At  present 
the  company  has  a  contract  with  the  Washington  Water  Power  Com- 
pany for  purchasing  such  current  as  is  needed  over  and  above  that 
generated  in  its  own  plant,  and  its  own  auxiliary  service  has  not  been 
in  use  since  this  arrangement  was  made.  The  Washington  Power 
Company  has  two  transmission  lines  through  this  territory,  and  the 
chances  for  interruptions  to  service  are  very  slight. 

"There  is,  of  course,  a  possibility,  but  not  a  probability  of  a  break 
in  the  service  from  these  lines.  To  insure  against  any  possibility 
of  break  in  service,  would  place  the  cost  of  a  commodity  of  a  public 
utility  beyond  the  reach  of  the  public.  We  have  therefore  concluded 
that  the  steam  power  plant  equipment  and  boiler  plant  equipment 
are  not  useful  or  necessary  in  rendering  service  to  the  public  and  that 
those  values  should  not  be  considered  in  arriving  at  the  value  of 
defendant's  plant." 

It  was  urged  by  the  complainant  that  the  value  of  the  entire  generating 
plant  and  equipment  and  the  water  rights  should  be  eliminated  from 
the  value  of  the  plant,  in  the  determination  of  rates,  for  the  reason  that 
electric  energy  can  be  purchased  from  the  Washington  Water  Power 
Company  for  less  money  than  it  costs  to  generate  it  at  the  company's 
plant.  From  the  Commission's  comparison  of  the  cost  of  generating 
with  the  probable  cost  of  purchasing  all  current  from  the  power  company, 


134  8  Rate     Research 


it  appeared  that  the  latter  would  be  cheaper,  provided  the  present 
contract  rates  were  reasonable.     The  Commission  says: 

"In  order  for  this  Commission  to  be  justified  in  discarding  this 
property  at  this  time,  it  would  have  to'  conclusively  find  that  the 
rate  now  charged  under  this  contract  between  the  Washington 
Water  Power  Company  and  the  Northwest  Light  and  Water  Com- 
pany, is  reasonable.  That  presumption  might  prevail,  but  this 
Commission  would  not  be  justified  in  putting  into  effect  such  a 
drastic  order  on  a  mere  presumption.  It  is  possible  that  the  rates 
of  the  Washington  Water  Power  Company  will  be  determined  in 
the  near  future,  in  which  event,  there  would  be  nothing  to  prevent 
a  further  consideration  of  this  matter  when  the  Commission  would 
have  positive  evidence  at  its  command.  There  is  one  particular 
advantage  accruing  to  the  public  by  reason  of  defendant  generating 
its  own  electric  energy  and  that  is,  less  liability  of  interruption  in 
service.  The  stockholders  of  the  defendant  company  invested  their 
money  in  this  enterprise  in  good  faith  and  at  a  time  when  it  was 
absolutely  necessary  to  obtain  electricity  by  means  of  its  own 
generating  plant  and,  under  all  the  circumstances  in  this  case,  this 
Commission  does  not  now  feel  justified  in  ordering  it  'junked.'  " 

362 — Accrued  Depreciation. 

The  company  has  set  aside  a  depreciation  fund,  which  is  sufficient  to 
cover  in  large  part  the  amount  of  accrued  depreciation  and  the  value 
of  the  discarded  property.  Under  the  Commission's  order,  the  balance 
is  to  be  amortized  by  an  annual  allowance  and  considered  as  an  operating 
expense.  An  allowance  is  figured  which  would  extinguish  this  remaining 
value  within  the  balance  of  the  life  of  the  company's  franchise. 

"The  Commission  feels  that  this  plan  is  much  more  reasonable  than 
that  of  amortizing  the  remaining  value  of  this  non-used  property 
during  the  balance  of  the  estimated  life  of  the  units." 

365.1 — Annual  Rate  of  Depreciation— Straight  Line  Method. 

The  Commission  makes  an  allowance  for  an  annual  depreciation 
charge,  stating  that, 

"From  the  reports  and  testimony  of  the  engineers  the  Commission 
finds  that  the  weighted  average  annual  rate  of  depreciation,  based 
on  the  straight  line  formula,  is  six  per  cent,  of  the  value  of  the 
depreciable  property." 

340— Rate  of  Return. 

The  Commission  finds  that,  taking  into  account  the  risks"  and  hazards 
in  the  present  case,  a  rate  of  return  of  10  per  cent  is  reasonable. 

"It  must  be  distinctly  understood  that  the  rate  of  return  allowed 
in  this  case  shall  not  be  considered  as  the  fixed  rate  of  return  for 
all  utilities  of  this  character.  The  rate  of  return  in  each  case  shall  be 
determined  after  due  consideration  of  the  hazard  and  risk  connected 
with  the  operation  of  the  utility,  the  efficiency  in  operation,  and 
economy  in  management,  giving  to  that  utility  showing  the  highest 
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efficiency  in  operation,  and  the  greatest  economy  in  operation, 
and  furnishing  service  to  the  consumer  at  the  lowest  possible  cost, 
the  highest  rate  of  return.  This  policy  will  encourage  the  manage- 
ment of  all  utilities  to  keep  their  plants  up  to  the  highest  point  of 
efficiency,  to  practice  all  economy  possible  in  operation,  and  to 
reduce  the  cost  of  the  commodity  to  the  consumers  to  a  minimum." 

(A  similar  statement  of  the  position  of  the  Commission  regarding  a 
fixed  rate  of  return  was  made  in  the  Sandpoint  Water  Company 
case,  which  was  reported  in  8  Rate  Research  83.) 

380— Taxation. 

The  Commission  estimated  the  value  of  the  property  to  be  $107,000, 
for  rate  making  purposes.  The  State  Board  of  Equalization  assessed 
the  property  for  the  yoar  1915,  at  S180,000.     The  Commission  says: 

"This  valuation  may  be  fair  considering  what  the  net  earnings  of 
the  company  have  been  in  the  past.  If  the  net  earnings  of  the  com- 
pany in  the  future  do  not  exceed  the  estimate  made  herein,  then 
the  valuation  for  taxation  purposes,  in  no  event,  should  exceed  the 
valuation  herein  made,  and  then  only  when  all  other  property  is 
assessed  at  100  per  cent,  of  its  value.  In  other  words,  when  the 
valuation  of  a  public  utility  has  been  determined  on  a  scientific  plan 
for  rate  making  purposes,  and  a  schedule  of  rates  fixed  in  accordance 
with  such  valuation,  then  that  valuation  and  the  valuation  for 
taxation  purposes  should  be  practically  the  same,  provided,  of 
course,  that  all  property  is  assessed  at  its  full  value.  There  is  no 
justice  or  equity  in  the  practice  of  assessing  boards  for  taxation 
purposes  in  fixing  excessive  valuations  on  public  utilities  where 
the  valuation  for  rate-making  purposes  has  been  determined.  In 
case  an  excessive  valuation  for  taxation  purposes  is  made,  the  burden 
will  eventually  fall  directly  upon  the  customers  of  that  utility."    .  .  . 

720— Rate  Schedules. 

The  Commission  prescribes  the  following  rates  to  become  effective 
on  or  before  December  1,  1915. 

RESIDENCE  AND  COMMERCIAL  LIGHTING. 
Rate. 

10  cents  per  kilowatt-hour  for  the  first  20  kilowatt-hours  per  month. 
9  cents  per  kilowatt-hour  for  the  next  30  kilowatt-hours  per  month. 
8  cents  per  kilowatt-hour  for  the  next  40  kilowatt-hours  per  month. 
7  cents  per  kilowatt-hour  for  the  next  60  kilowatt-hours  per  month. 
6  cents  per  kilowatt-hour  for  the  next  80  kilowatt-hours  per  month. 
5  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  per  month. 
4  cents  per  kilowatt-hour  for  the  next  170  kilowatt-hours  per  month. 
2  cents  per  kilowatt-hour  for  the  next  500  kilowatt-hours  per  month. 
1  cent  per  kilowatt-hour  for  all  excess. 

Minimum  Charge. 

$1.00  per  month  for  each  meter  installed. 

Prompt  Payment  Discount. 

10%  discount  for  prompt  payment. 
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GENERAL  POWER  RATES. 

Applicable  to  all  three  phase,  alternating  current  motors  of  220,  440  or  2300 
volts,  having  a  rated  capacity  of  1  horse-power  or  over. 

Rate. 

Demand  Charge.  . 

$1.00  per  month  per  horse-power  of  maximum  demand, 

plus  an 

Energy  Charge  of 

5  cents  per  kilowatt-hour  for  the  first  20  kilowatt-hours  consumed  per  month 

per  horse-power  of  demand. 

3  cents  per  kilowatt-hour  for  the  next  30  kilowatt-hours  consvuned  per  month 

per  horse-power  of  demand. 

.5  cents  per  kilowatt-hour  for  all  excess. 

Prompt  Payment  Discount. 

Above  prices  are  net;  no  prompt  payment  discounts  allowed. 

Minimum  Charge. 

$1.00  per  horse-power  of  maximum  demand  for  any  one  meter  installed. 

DOMESTIC  OR  COMMERCIAL  COOKING. 

Service  under  this  class  shall  be  furnished  only  on  a  meter  basis,  with  separate 
meter  installed. 

Rate. 

(a)  3  cents  per  kilowatt-hour  per  month  for  installations  having  a  connected 
load  of  2000  watts  or  over. 

(b)  5  cents  per  kilowatt-hour  per  month  for  installations  having  a  connected 
load  under  2000  watts. 

Small  heating  and  single  phase  motor  appliances  may  be  used  on  this  circuit, 
when  the  connected  load  is  2000  watts  or  over,  but  cannot  be  considered  as  part 
of  the  connected  load  in  obtaining  the  benefit  of  this  schedule. 

Minimum  Charge. 

$1.00  per  month  for  each  meter  installed. 

Additional  schedules  are  provided  as  follows:  Flat  rates  for  residence  and  com- 
mercial lighting,  fiat  and  meter  rates  for  sign  and  outline  lighting,  rates  for 
municipal  street  lighting,  and  special  flat  rates  for  service  for  X-ray  machines, 
and  for  fiat  irons  in  tailoring  establishments. 

CALIFORNIA 

580 — Terms  and  Conditions. 

Investigation  of  the  Practice  of  Water,  Gas,  Electric  and  Tele- 
phone Utilities,  Requiring  Deposits  Before  Rendering  Service. 
Decision  of  the  California  Railroad  Commission,  Modifying  Certain 
Rules  and  Regulations  Prescribed  in  a  Former  Order.  November  5, 
1915. 

The  Commission,  in  an  order  issued  August  12,  1915,  prescribed  rules 
and  regulations  covering  service  charges,  service  connections,  and 
extensions.  (Reported  in  7  Rate  Research  391,  411.)  In  the 
subsequent  opinion  and  order,  the  Commission  denies  petitions  for  re- 
hearing and  modifies  certain  of  the  rules  to  which  objections  had  been 
urged. 
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139.9— Deposits. 

"It  has  been  urged  that  a  deposit  of  $2.50  is  too  small  in  certain 
cases  of  domestic  or  residence  consumers  of  water,  gas,  electric 
and  telephone  utilities.  Attention  should  be  drawn  to  the  fact 
that  the  proper  amount  to  be  established  as  a  deposit  should  be 
deduced  not  from  a  consideration  of  all  the  bills  of  a  utility  but 
from  a  consideration  of  only  those  cases  in  which  deposits  must 
be  paid.  Most  large  consumers  are  owners  of  property  or  can 
secure  a  satisfactory  guarantor,  and  hence  will  not  be  called  upon 
to  make  deposits.  Further  consideration  reaffirms  our  conclusion 
that  a  deposit  of  $2.50  will  be  sufficient  in  most  cases  in  which 
deposits  will  be  made.  However,  with  reference  to  some  utilities 
and  some  classes  of  residence  or  domestic  service,  a  deposit  of  $2.50 
may  not  be  sufficient.  Accordingly,  we  have  reached  the  conclusion 
that  the  following  language  should  be  added  to  Rule  2  (see  7  Rate 
Research  394),  as  it  now  stands: 

"  'except  that  where  the  average  of  the  monthly  bills  of  those  con- 
sumers of  any  class  of  domestic  or  residence  service  who  make  deposits 
is  in  excess  of  $2 .  00,  such  consumers  may  be  called  upon  to  make 
deposits  of  uniform  amount  not  exceeding  twice  such  average.' 

"It  is,  of  course,  obvious  that  if  a  utility  acting  under  the  rules 
and  regulations  herein  established  loses  a  bill  or  a  part  of  a  bill 
here  or  there,  the  amount  thus  lost,  if  reasonable  efforts  to  collect 
the  same  are  made  by  the  utility,  must  be  allowed  by  this  Com- 
mission in  establishing  rates.  The  uniform  classifications  of  accounts 
already  promulgated  by  this  Commission  consistently  allow  un- 
collectible bills  to  be  written  off  through  the  income  account.  Thus 
the  claim  of  the  utilities  that  these  rules  deprive  them  of  their 
property  in  violation  of  constitutional  guarantee  is  without  merit." 

The  former  order  required  the  utilities  to  return  all  deposits  held  as 
guarantee  payment  for  flat  rate  service  and  all  deposits  made  to  guaran- 
tee payment  for  metered  service  by  patrons  who  have  paid  all  their 
bills  promptly  during  the  twelve  months  prior  to  the  effective  date 
of  the  order.  Some  utilities  have  taken  the  position  that  it  would 
be  a  hardship  for  them  to  be  compelled  to  return  at  once  in  cash  the 
deposits  which  they  are  directed  to  repay.  To  take  care  of  these 
cases,  the  Commission  modifies  this  paragraph  by  providing  that  the 
utilities  may  apply  the  existing  deposits  against  current  bills  until 
the  deposits  are  absorbed. 

Rule  6  provided  that  a  utility  may  not  discontinue  service  by  reason 
of  non-payment  of  bills  for  metered  service. 

"The  Commission  intended  to  cover  the  case  in  which  a  consumer 
contests  the  amount  of  the  bill  and  the  utility,  by  threat  of  shutting 
off  his  service,  compels  the  consumer  to  pay  a  bill  which  he  believes 
to  be  unfair  and  unjust.  Quite  a  number  of  such  cases  have  come 
to  the  Commission's  attention.  To  hold  that  a  utility  can  thus 
be  the  judge  in  its  own  case  and  by  reason  of  the  need  of  the  con- 
sumer for  its  service  compel  him  to  pay  an  excessive  bill,  is  mani- 
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festly  unfair  and  unjust.  We  believe  that  the  rule  as  now  framed 
goes  further  than  is  necessary  to  accomplish  the  purpose  which  the 
Commission  had  in  view,  in  that  it  prevents  utilities  from  shutting 
off  their  service  even  in  cases  in  which  there  is  no  dispute  concerning 
the  amount  of  the  bill  and  in  which  the  consumer  simply  refuses 
to  pay  an  admittedly  correct  bill. 

"The  rule  should  be  modified  to  read  as  follows: 

''  'A  water,  gas,  electric  or  telephone  utility  may  not  discontinue 
service  by  reason  of  non-payment  of  bills  for  metered  or  measured 
service  theretofore  delivered,  in  cases  in  which  there  is  a  dispute  as 
to  the  amount  of  the  bill.  In  case  of  such  dispute,  the  consumer 
shall  deposit  with  the  Railroad  Commission  the  amount  claimed  by 
the  utility  to  be  due,  whereupon  the  Railroad  Commission  will 
investigate  the  facts  and  communicate  its  findings  to  the  parties. 
Failures  on  the  part  of  the  consumer  to  make  such  deposit  within 
fifteen  days  after  demand  by  the  utility  that  such  deposit  be  made, 
shall  warrant  the  utility  is  discontinuing  the  service.' 

226.2 — Extension  of  Service. 

A  rule  provided  that  in  any  case  in  which  an  applicant  makes  a  pay- 
ment to  secure  the  construction  of  an  extension,  the  payment  is  to  be 
considered  as  a  loan  to  be  repaid  under  reasonable  nondiscriminatory 
rules  and  regulations,  and  interest  on  such  loans  is  to  be  paid  at  the 
rate  of  6  per  cent  per  annum.     The  Commission  says: 

"There  are  cases  in  which  the  revenue  to  be  derived  from  the  ex- 
tension is  not  sufficient  to  justify  the  payment  by  the  utility  of 
interest  on  the  loan.     In  such  cases,  interest  should  not  be  paid." 

The  interest  provision  is  eliminated  and  the  question  of  interest  is  to 
be  covered  by  the  rules  and  regulations  which  are  to  be  filed  by  the 
individual  utilities  subject  to  the  approval  of  the  Commission. 


NEW  YORK 

112.5 — Ordinance  Rates. 

Peoples  Natural  Gas  Company.  Application  for  Authority  to  Increase 
Rates.  Decision  of  the  New  York  Public  Service  Commission  (2  D), 
Fixing  Rates.     October  26,  1915. 

The  Peoples  Natural  Gas  Company  is  operating  in  the  town  of  West 
Seneca  under  a  franchise  which  was  granted  for  an  unlimited  period. 
The  franchise  contains  restrictions  as  to  rates  which  have  been  met  with 
increasing  hardship  by  the  company,  due  to  the  exhaustion  of  its  own 
wells  necessitating  the  purchase  of  a  large  part  of  its  supply. 

The  Commission  finds  that  such  franchise  rates  are  valid  and  binding 
upon  the  company. 

"There  does  not  seem  to  be  anything  in  the  law  which  prevented  the 
local  authorities  of  the  Town  of  West  Seneca  from  granting  a  franchise 
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authorizing  its  operation  upon  certain  conditions  therein  stated,  nor 
that  the  company  should  not  accept  such  conditional  franchise; 
having  accepted  the  same,  it  became  a  valid  and  binding  contract 
upon  the  company  to  the  full  extent  of  such  conditions,  because  such 
conditions  were  inserted  and  agreed  upon  as  a  concession  and  ad- 
vantage to  the  public  in  return  for  the  grant  to  the  company  for  the 
use  of  the  public  highways.  This  Commission  has  frequently 
declared  this  to  be  the  rule  in  cases  of  this  kind,  following  the  decision 
of  the  Court  of  Appeals  bearing  upon  the  same  question.  The 
■    People  ex  rel.  West  Side  Railway  vs.  Barnard,  110  N.  Y.  548. 

"This  original  franchise  was  granted  August  7,  1901,  long  before  the 
enactment  of  the  Public  Service  Commissions  Law,  and  in  accordance 
with  the  previous  decisions  of  this  Commission,  in  like  cases,  we  must 
take  the  franchise  as  we  find  it  and  as  it  has  been  accepted  and  acted 
upon  by  the  company,  and  be  governed  by  such  rate  restrictions  as 
are  therein  contained,  notwithstanding  the  general  powers  of  the 
Commission  under  Section  72  of  the  Public  Service  Commissions 
Law  to  fix  the  price  of  gas  to  be  charged  by  the  petitioner." 

For  some  time  the  company  has  been  operating  without  a  reasonable 
return  and  to  obviate  the  difficulty  the  company  laid  the  facts  before 
the  town  authorities.  The  town  authorities"  passed  a  resolution  which 
practically  waived  any  limitation  as  to  the  price  of  gas  which  is  con- 
tained in  the  original  franchise  and  opened  the  way  for  the  Commission 
to  make  a  determination  of  just  and  reasonable  rates  unhampered  by 
the  franchise  restrictions. 

The  Commission  finds  that  the  rate  increase  should  be  granted, 

"in  order  to  meet  the  necessary  and  proper  requirements  of  the 
petitioner;  for  it  would  be  a  denial  of  justice  to  those  who  have  made 
this  utility  a  public  convenience  to  even  permit  them,  under  the 
circumstances,  much  less  require  them,  to  continue  the  operation  of 
this  business  without  profit,  and  indeed  at  considerable  loss.  The 
duty  is  enjoined  upon  this  Commission  to  conserve  the  interests  of 
the  company  as  to  income  and  benefits,  quite  as  much  as  it  is  to 
protect  the  rights  of  the  public  as  to  rates  and  service.     .     .     . 

"Adequate  prices  which  will  yield  a  fair  return  upon  the  invested 
capital  of  the  company,  after  providing  for  all  such  expenditures,  are 
as  necessary  and  proper  as  the  day  wages  of  a  laborer  or  any  other 
just  compensation  in  the  economy  of  business. 

980— Public  Relations. 

"This  proposition  is  not  always  recognized  by  the  public,  which  some- 
times makes  unreasonable  demands  upon  a  public  service  corporation 
in  order  to  gain  some  slight  advantage  in  the  matter  of  rates  or 
service,  which  course  often  deprives  the  utility  of  a  proper  current 
income  for  the  service  rendered  and  usually  terminates  in  loss  and 
inconvenience  to  all  parties  concerned.  The  earnings  of  the  company 
represent  the  cost  and  expense  of  the  service  performed,  and  they 
thus  become  the  basis  for  rates  to  be  charged  therefor  by  the  utility. 
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To  be  sure,  an  inflexible  rule  cannot  be  made  that  will  be  applicable 
in  every  case,  because  the  particular  conditions  of  each  case  must 
govern  the  Commission  in  applying  a  rule  as  to  the  reasonableness  of 
rates  and  the  adequacy  of  service. 

"These  considerations  must  have  moved  the  local  authorities  of  the 
Town  of  West  Seneca  to  perform  the  act  of  simple  justice  in  this 
matter  when  they  passed  the  resolution  above  referred  to;  for  there 
is  no  escape  from  the  conclusion  that  this  changed  attitude  of  the 
town  authorities  carries  with  it  an  acknowledgment  by  the  great  body 
of  gas  users  in  the  town  that  the  company  is  entitled  to  better  treat- 
ment than  it  has  had  all  these  years  while  the  price  of  its  gas  has 
been  kept  at  an  unreasonably  low  figure.  The  people  of  the  town 
now  declare  their  willingness  that  the  petitioner  may  charge  such  an 
increased  price  for  gas  as  shall  be  deemed  just  by  this  Commission; 
regardless  of  anything  which  has  occurred  in  the  past,  they  now  want 
the  company  to  receive  a  fair  return  upon  its  capital  investment,  so 
that  its  business  may  be  profitable  and  satisfactory;  thus  recognizing 
the  principle  that  the  company  and  the  customers  it  serves  have  a 
mutual  interest  in  such  business,  and  that  good  service  by  the  com- 
pany should  be  properly  compensated  by  the  customers  in  order  to 
make  such  business  remunerative  to  the  company  and  a  benefit  to 
the  people  of  the  town,  and  that  by  the  same  token  a  blow  at  either 
would  work  serious  injury  to  the  other.  All  this  is  in  exact  con- 
formity with  the  oft  repeated  declaration  of  this  Commission,  that 
the  basic  principle  of  regulation  of  a  public  utility  of  this  kind  is  to 
do  the  right  thing  for  both  producer  and  consumer  and  thus  prevent 
oppresive  action  on  the  part  of  either." 

531— Prompt  Payment  Discoimt. 

The  company  asked  for  an  increase  to  thirty  cents  per  thousand  cubic 
feet,  with  an  addition  of  two  cents  per  thousand  as  a  penalty  for  failure 
to  make  prompt  payment. 

The  Commission  favors  a  prompt-payment  discount  rather  than  the 
penalty  for  delayed  payment,  and  authorizes  the  company  to  put  in 
effect  a  rate  of  thirty-two  cents  per  thousand  cubic  feet  with  a  discount 
of  two  cents  per  thousand  to  be  allowed  on  prompt  payment  of  bills. 

NEW  YORK 

132 — Protection  From  Competition. 

William  B.  Gray,  Petition  for  Certificate  of  Convenience  and  Necessity 
for  the  Operation  of  an  Auto  Bus  Line  in  New  Rochelle.  Decision  of 
the  New  York  Public  Service  Commission  (2  D),  Granting  the 
Petition  in  Part.     October  20,  1915. 

The  application  for  a  certificate  of  convenience  and  necessity  for  the 
operation  of  a  motor  bus  system  in  the  city  of  New  Rochelle  is  the  first 
of  its  kind  to  come  before  the  Commission  for  decision  under  chapter  667 
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of  the  laws  of  1915.  This  statute  imposes  upon  the  Commission  the 
duty  of  determining  in  each  case,  after  a  municipahty  shall  first  have 
granted  a  franchise,  whether  the  facts  and  circumstances  are  such  as  to 
warrant  the  issuance  of  a  certificate  of  convenience  and  necessity.  The 
Commission  says: 

"The  considerations  to  be  taken  into  account  in  determining  this 
point  are,  as  we  understand  it,  precisely  the  same  as  those  which  the 
Commissions  have  always  heretofore  had  to  observe  in  connection 
with  other  kinds  of  public  utility  enterprises  seeking  the  privilege  of 
organizing  and  of  doing  business  lawfully,  in  New  York  state." 

Careful  consideration  is  given  the  matters  involved,  as  this  case  will 
serve  as  a  precedent  for  similar  applications  in  the  future. 

The  extent  to  which  the  bus  service  would  compete  with  the  established 
street  railway  service  is  made  the  question  of  main  importance.  It  is 
recognized  that  if  competition  is  authorized  which  would  injure  the 
company,  the  public  in  the  end  would  also  be  harmed  rather  than 
benefited.  The  certificate  is  granted  as  applying  to  four  of  the  pro- 
posed routes  which  have  been  laid  out  with  the  intention  of  avoiding 
direct  competition  with  the  existing  trolley  service,  and  is  denied  as 
applying  to  two  routes  laid  out  paralleling  the  street  railway  lines. 

The  opinion  written  by  Commissioner  Emmet  says: 

"That  it,  and  all  companies  similarly  situated,  are  entitled  to  such 
protection  up  to  a  certain  point,  is  a  fact  beyond  any  possible  ques- 
tion. It  was  one  of  the  wise  and  just  provisions  of  the  Public  Service 
Commissions  Law  to  vest  in  the  Commissions  requisite  authority  to 
prevent  wasteful  and  unprofitable  competition  between  privately- 
owned  enterprises  engaged  in  any  public  utility  field.  The  reasons 
for  doing  this  were  obvious.  The  people  of  New  York  State  in  their 
collective  capacity  have  not  as  yet  seen  fit  to  engage  largely  in  any 
form  of  government-operated  utility  enterprise.  Individual  courage, 
energy,  foresight,  and  a  willingness  on  the  part  of  private  investors  to 
risk  large  sums  in  bringing  modern  conveniences  within  the  reach  of 
all  men — these  have  been  the  only  agencies  through  which,  speaking 
generally,  it  has  hitherto  been  possible  for  the  people  of  the  State  of 
New  York  to  enjoy  the  benefits  attaching  to  such  necessaries  of 
modern  life  as  improved  transit,  lighting,  telephonic  and  telegraphic 
facilities.  Great  financial  hazard  to  the  promoters  of  privately- 
owned  public  utilities  mark  the  pioneer  period  of  nearly  all  these 
enterprises.  Any  popular  idea  there  may  be  to  the  effect  that  those 
who  were  first  in  these  fields  invariably  reaped  large  returns  is  a 
mistaken  one.  The  history  of  railway  receiverships  and  indeed  of 
those  dark  days  in  the  lives  of  all  public  utilities  when  the  public  was 
slowly  waking  up  to  the  realization  that  it  would  be  worth  its  while 
to  avail  itself  of  the  new  facilities,  will  amply  refute  any  such  idea. 
Doubtless,  therefore,  when  it  passed  the  Public  Service  Commissions 
Law,  the  Legislature  included  among  its  provisions  the  one  we  are 
here  discussing  very  largely  from  a  sense  of  fairness  to  the  private 
interests  already  engaged  in  these  fields  of  work.     But  the  chief 
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consideration  must  have  been  a  realization  that,  without  some  such 
protective  provision  in  the  law,  the  public  itself  would  be  the  ultimate 
sufferers  from  ill-regulated  and  wanton  competitive  conditions.  It 
was  plain  that  under  such  conditions  none  of  the  competitors  in  any 
given  field  could  hope  to  enjoy  the  degree  of  financial  ease  and 
prosperity  which  in  the  long  run  is  absolutely  essential  if  good  service 
is  to  be  given.  After  the  money  first  invested  in  launching  a  public 
service  enterprise  has  gone,  the  only  condition  upon  which  more 
money  can  be  obtained  is  that  the  enterprise  shall  be  a  financial 
success.  More  money,  and  still  more  money,  is  a  constant  need  in 
connection  with  all  public  utility  establishments,  if  they  are  to  keep 
abreast  of  modern  scientific  progress  and  if  the  scope  of  the  original 
enterprise  is  to  be  extended  so  that  multitudes  of  people  may  in  the 
end  share  its  advantages.  The  check  upon  unwise  competition 
which  the  Public  Service  Commissions  Law  enables  the  Commission 
to  exercise  is,  therefore,  abundantly  justified,  we  think,  from  the 
point  of  view  of  public  advantage  alone.  The  power  has  been  made 
use  of  more  than  once  in  what  seems  to  have  been  the  best  interest  of 
the  people  of  the  State." 


REFERENCES 
RATES 


623— Power  Factor. 


Service  Rates  and  Power-Factor.  Electric  World,  November  27, 
1915.     p.  1209. 

An  abstract  is  given  of  an  article  by  R.  Stoeppler  in  the  Eleklrotechnische  Zeitschrift 
for  September  30,  in  which  methods  of  adjusting  charges  for  energy  consumption 
in  alternating  current  installations  according  to  the  power  factor  of  the  con- 
sumer's demand  are  discussed. 


410 — Cost  of  Service. 

The  Cost  of  Supplying  Illuminating  Gas  in  the  Smaller  American 
Cities,  Exclusive  of  Returns  to  Capital  Invested,  by  Judson  C. 
Dickerman.  The  Utilities  Magazine,  November,  1915.  p.  19.  4 
pages. 

A  study  is  presented  of  the  operating  costs  of  supplying  illuminating  gas  in  smaller 
American  cities,  which  is  based  on  data  contained  in  the  reports  of  operating 
companies  to  the  various  state  utilities  commissions.  All  available  reports 
covering  operations  beginning  in  1911  have  been  examined,  and  the  information 
is  tabulated  for  seventy-four  cities  and  towns,  in  which  the  annual  sales  range 
from  approximately  7,200,000  to  264,000,000  cubic  feet. 
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616.1— Street  Lighting. 

Standards  of  Service  Clauses  in  Street  Lighting  Contracts,  by 
JuDSON  C.  DiCKERMAN.  The  Utilities  Magazine,  November,  1915.  p.2. 
5^  pages. 

Street  lighting  contracts  should  specify  adequate  standards  for  lighting  service, 
prescribe  means  by  which  the  standards  are  to  be  measured,  and  provide  penalties 
for  failure  to  meet  standards  set.  It  is  stated  that  most  of  the  contracts  at 
present  in  effect  do  not  contain  these  prime  requisites.  Probably  90  per  cent  of 
the  existing  contracts  do  not  contract  directly  for  light  of  a  certain  quantity 
and  quality,  but  contract  for  the  use  of  a  loosely  defined  equipment,  to  be  operated 
under  certain  general  conditions.  A  criticism  is  given  of  the  different  types  of 
contracts  as  they  are  usually  drawn,  and  suggestions  are  made  as  to  how  standards 
may  be  specified  and  provision  made  for  their  satisfactory  maintenance. 


INVESTMENT  AND  RETURN 

300 — Investment  and  Return. 

Bay  State  Street  Railway  Company,  Mass.,  Report  on  Property  and 
Business,  Prepared  by  Sloan,  Huddle,  Feustel  &  Freeman.  Pamphlet 
of  250  pages. 

A  survey  and  study  of  the  property  and  business  of  the  Bay  State  Street  Railway 
Company  is  presented  in  the  tabulations  and  discussions  in  this  report.  An 
appraisal  was  made  of  the  physical  property  of  the  company  and  the  operating 
revenues  and  expenses  were  investigated  to  determine  the  amount  necessary  to 
meet  the  present  operating  expenses,  provide  for  depreciation,  and  furnish  a  fair 
return  on  the  value  as  determined. 

360 — Depreciation. 

Depreciation  of  Property,  by  W.  B.  Curtiss,  General  Electric  Review, 
December,  1915.     p.  1099.     8  pages. 

Depreciation  is  defined  and  a  distinction  is  drawn  between  depreciation  and 
fluctuation  in  value,  and  depreciation  and  amortization.  The  different  classes 
of  depreciation  are  discussed  and  an  explanation  is  given  of  the  methods  of  pro- 
viding for  depreciation  and  the  methods  of  showing  depreciation  on  the  books. 


PUBLIC  SERVICE  REGULATION 

200— Public  Service  Regulation — Law  and  Practice. 

Regulation  of  Public  Utilities,  by  Leonard  A.  Busby.  Electric 
Railway  Journal,  November  27,  1915,  p.  1081.     3^  pages. 

Extracts  are  given  from  the  address  of  Mr.  Busby  before  the  joint  meeting  of 
the  Chicago  Section  of  the  American  Institute  of  Electrical  Engineers  and  of 
the  Electrical  Section  of  the  Western  Society  of  Engineers,  held  November  22. 

Regulation  of  public  service  companies  is  discussed  principally  as  affecting  electric 
railways.  In  the  electric  railway  industrj^  the  public  demand  is  largely  for  ad- 
equate and  improved  service  rather  than  for  reductions  in  rates.     The  problem 
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of  the  electric  railway  companies  is,  therefore,  the  furnishing  of  a  higher  and 
higher  standard  of  service  under  the  generally  established  five-cent  fare.  Sound 
regulation,  regulation  that  will  stand  the  test  of  time,  must  "presume  just,  rea- 
sonable and  adequate  service  requirements,  based  upon  just  and  reasonable 
compensation;"  must  not  "be  so  directed  as  to  destroy  the  incentive  of  economy 
and  efficiency" ;  and,  having  prescribed  a  reasonable  standard  of  service,  should 
leave  to  theutility  "the  method  and  detail  of  providing  that  service."  In  con- 
clusion the  writer  says:  "Our  regulators  have  a  tendency  to  assume  many  of 
the  prerogatives  of  ownership,  but,  at  the  same  time,  to  avoid  carefully  any 
responsibility  for  the  outcome  of  the  enterprise.  In  this  the  regulators  are  fixing 
the  price,  or  prescribing  the  quality  of  service,  or  both,  but  they  have  assumed  no 
responsibility  for  furnishing  necessary  capital  or  working  out  the  problems  of 
furnishing  the  service  for  the  price  fixed.  There  can  be  no  question  that  all  this 
is  a  departure  from  sound  business  principles,  and  must  in  the  end  work  to  the 
injury  of  the  public.  The  important  points  that  cannot  be  too  often  stressed  are: 
That  regulation  is  not  management;  that  no  property  is  of  any  real  value  without 
the  beneficial  use  thereof,  and  that  ownership  and  management  must  abide 
together." 

MUNICIPALITIES 

800— Municipalities . 

Utility  Situations  in  Cincinnati,  Milwaukee  and  Toronto.  The 
Utilities  Magazine.  November,  1915.     pp.  7,  28,  29. 

An  article  by  S.  Gale  Lowrie,  discusses  "Public  Utility  Problems  in  Cincinnati," 
and  gives  an  account  of  the  progress  of  the  rate  investigation  of  the  Union  Gas 
and  Electric  Company.  A  statement  of  the  growth  and  rates  of  the  Toronto 
Hydro-Electric  System  is  given  by  H.  H.  Couzins,  General  Manager;  and  a  table, 
prepared  by  Judson  C.  Dickerman,  is  included  which  gives  comparative  street 
lighting  data  for  a  number  of  American  cities  in  the  same  class  as  Toronto.  An 
article  by  Arthur  J.  Sweet  gives  an  account  of  the  street  lighting  developments 
in  Milwaukee.  Experiments  are  being  made  with  the  installation  of  more  econom- 
ical and  efficient  street  lighting  units  with  which  it  is  hoped  to  secure  great  im- 
provement in  street  lighting  at  little  or  no  increase  in  expenditure. 

800 — Municipalities. 

The  Utilities  Magazine.  Published  by  "The  Utilities  Bureau,"  Second 
Number,  November,  1915. 

The  second  number  of  the  magazine  published  by  the  Utilities  Bureau  contains 
articles  on  street  lighting  contracts,  public  utility  legislation  in  Ohio,  suggested 
changes  in  the  public  service  laws  of  New  York  State,  the  cost  of  supplying  illumin- 
ating gas  in  the  smaller  American  cities,  utility  situations  in  Cincinnati,  Mil- 
waukee and  Toronto,  and  state  regulation  of  jitney  busses. 

The  first  number  of  this  publication  was  the  July  number,  noted  in  7  Rate  Re- 
search 352.  The  present  number  announces  that  publication  will  be  bi-monthly, 
subscription  price  $5.00  per  year  or  $1.00  per  copy,  address  The  Utilities  Bureau, 
1009  Finance  Building,  Philadelphia,  Pa. 

OTHER  PUBLICATIONS 

The  Electric  Journal,  published  monthly  by  the  Electric  Journal, 
200  Ninth  St.,  Pittsburg,  Pennsylvania.     $1.50  per  year. 

The  above  magazine  has  been  added  to  the  number  of  periodicals  regularly 
reviewed  bv  Rate  Reseakch.  For  the  complete  list,  see  8  Rate  Research  35, 
80,  96,  128. ' 
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RATES 

BUFFALO,  NEW  YORK 


720— Rate  Schedules. 

Buffalo  General  Electric  Company,  Buffalo,  New  York,  (Pop. 
423,715).     Rate  Schedules,  Effective  September  1,  1915. 

The  following  are  the  rate  schedules  of  the  Buffalo  General  Electric 
Company  which  were  made  effective  September  1,  1915,  as  approved 
by  the  New  York,  Second  District,  Public  Service  Commission: 


RESIDENCE  LIGHTING. 
Rate. 

8  cents  per  kilowatt-hour  for  the  first  60  hours'  average  monthly  use  of  the 

maximum  demand. 
4  cents  per  kilowatt-hour  for  the  next  120  hours'  averags  monthly  use  of  the 

maximum  demand. 

1|  cents  per  kilowatt-hour  for  all  current  consumed  in  excess  of  180  hours' 
average  monthly  use  of  the  maximum  demand. 

Determination  of  Maximum  Demand. 

The  total  installation  shall  be  determined  by  an  actual  inspection  upon  the 
premises;  no  maximum  demand  to  be  figured  as  less  than  250  watts. 

The  maximum  demand  shall  be  computed  as  25  per  cent  of  the  total  installa- 
tion, not  including  irons,  heating  devices,  cooking  devices,  fans,  vacuum 
cleaners  and  small  utility  motors  not  exceeding  5  horse-power  in  size. 

Promp  Pasrment  Discount. 

A  discount  of  1  cent  per  kilowatt-hour  on  the  consumption  billed  at  the  8-cent 
rate  will  be  allowed  on  monthly  bills  paid  on  or  before  10  days  from  date. 

Minimum  Charge. 

The  consumer  agrees  to  pay  the  company  a  minimum  charge  not  to  exceed  a 
yearly  minimum  of  $12.00  or  pro  rata  amount  for  portions  of  the  year;  the 

Editorial  Notb— All  indented  matter  is  direct  quotation. 
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same  to  be  collected  in  monthly  payments  of  not  more  than  $1.00.  The  year 
for  this  purpose  shall  terminate  with  the  December  bill. 

Terms  and  Conditions. 

The  consumer  agrees  to  be  responsible  for  service  rendered  until  three  days 
after  written  notice  is  mailed  or  delivered  to  the  company's  office  of  the  with- 
drawal of  the  application  for  service. 

The  consumer  agrees  not  to  use  the  current  for  any  purpose  other  than  as 
provided  in  this  application,  not  to  change  the  size  or  number  of  lamps  or 
devices  without  first  having  obtained  the  written  consent  of  the  company. 

The  consumer  agrees  that  no  other  electrical  service  shall  be  introduced  or 
used  in  connection  with  the  equipment  supplied  hereunder,  without  previous 
written  consent  of  the  company. 

In  case  the  consumer  fails  to  comply  with  the  terms  of  the  application  or  the 
rules  of  the  company,  the  company  may,  on  thirty  days'  written  notice,  ter- 
minate this  agreement,  discontinue  its  service,  and  remove  its  property. 

GENERAL  LIGHTING  COMMERCIAL  SERVICE. 
Rate. 

8  cents  per  kilowatt-hour  for  the  first  60  hours'  average  monthly  use  of  the 

maximum  demand. 
4  cents  per  kilowatt-hour  for  the  next  120  hours'  average  monthly  use  of  the 

maximum  demand. 
I5  cents  per  kilowatt-hour  for  all  current  consumed  in  excess  of  180  hours' 

average  monthly  use  of  the  maximum  demand. 

Determination  of  Maximvmi  Demand. 

The  total  installation  to  be  determined  by  an  actual  inspection  upon  the  prem- 
ises, but  no  maximum  demand  to  be  figured  as  less  than  500  watts. 

The  maximum  demand  shall  be  computed  as  50  per  cent  of  the  total  installa- 
tion, not  including  irons,  heating  devices,  cooking  devices,  fans,  vacuum 
cleaners,  and  small  utility  motors  not  exceeding  5  horse-power  in  size. 

Prompt  Pajmaent  Discount. 

A  discoimt  of  1  cent  per  kilowatt-hour  on  the  consumption  billed  at  the  8-cent 
rate  will  be  allowed  on  monthly  bills  paid  on  or  before  10  days  after  their 
respective  dates. 

Minimum  Charge. 

The  consumer  agrees  to  pay  the  company  a  minimum  charge  not  to  exceed  a 
yearly  minimum  of  $12.00,  or  pro  rata  amount  for  portions  of  the  year;  the 
same  to  be  collected  in  monthly  payments  of  not  more  than  $1.00.  The  year 
for  this  purpose  shall  terminate  with  the  December  bill. 

Terms  and  Conditions. 

The  consumer  agrees  to  be  responsible  for  service  rendered  imtil  thirty  days 
after  notice  in  writing  is  mailed  or  delivered  to  the  company's  office  of  the 
withdrawal  of  the  application  for  service. 

The  consumer  agrees  not  to  use  the  current  for  any  purpose  other  than  as 
provided  in  this  application,  nor  to  change  the  size  or  number  of  lamps  or 
devices  without  first  having  obtained  the  written  consent  of  the  company. 

The  consumer  agrees  that  no  other  electric  service  shall  be  introduced  or  used 
in  connection  with  the  equipment  supplied  hereunder,  without  previous  written 
consent  of  the  company. 

In  case  the  consumer  fails  to  comply  with  the  terms  of  the  application  or  the 
rules  of  the  company,  the  company  may,  on  thirty  days'  written  notice,  ter- 
minate this  agreement,  discontinue  its  service  and  remove  its  property. 
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GENERAL  POWER  SERVICE. 
Rate. 

8  cents  per  kilowatt-hour  for  the  first  30  hours'  average  monthly  use  of  the 

maximum  demand. 
31  cents  per  kilowatt-hour  for  the  next  40  hours'  average  monthly  use  of  the 

maximum  demand. 
1  cent  per  kilowatt-hour  for  all  current  consumed  in  excess  of  70  hours'  average 

monthly  use  of  the  maximum  demand. 

Determination  of  Maximum  Demand. 

The  maximum  demand  shall  be  computed  as  75  per  cent  of  the  full  load  rating 
of  motor  or  motors,  but  no  maximum  demand  shall  be  figured  as  less  than  500 
watts. 

Prompt  Payment  Discount. 

A  discount  of  1  cent  per  kilowatt-hour  on  the  consumption  billed  at  the  8-cent 
rate  will  be  allowed  on  monthly  bills  paid  on  or  before  10  days  after  their 
respective  dates. 

Minim xim  Charge. 

The  consumer  agrees  to  pay  the  company  a  minimum  monthly  charge  of  $1.00 
for  the  first  two  horse-power  or  less  and  50  cents  for  each  additional  horse- 
power or  fraction  thereof. 

Terms  and  Conditions. 

The  consumer  agrees  to  be  responsible  for  service  rendered  until  thirty  days 
after  notice  in  writing  is  mailed  or  delivered  to  the  company's  office  of  the 
withdrawal  of  the  application  for  service. 

The  consumer  agrees  not  to  use  the  current  for  any  purpose  other  than  as 
provided  in  this  application,  nor  to  change  the  size  or  number  of  motors  without 
first  having  obtained  the  written  consent  of  the  company. 

The  applicant  agrees  that  no  other  electric  service  shall  be  introduced  or  used 
in  connection  with  the  equipment  supplied  hereunder,  without  previous  written 
consent  of  the  company. 

In  case  the  consumer  fails  to  comply  with  the  terms  of  the  application  or  the 
rules  of  the  company,  the  company  may,  on  thirty  days'  written  notice  ter- 
minate this  agreement,  discontinue  its  service  and  remove  its  property. 


LARGE  LIGHT  AND  POWER  SERVICE. 
Rate. 

Demand  Charge. 

$3.00  per  kilowatt  per  month  for  installations  up  to  and  including  10  kilowatts 

of  monthly  maximum  demand. 
$1.75  per  kilowatt  per  month  for  installations  of  over  10  kilowatts  of  monthly 

maximum  demand;  plus  an 

Energy  Charge  of : 

]  cent  per  kilowatt-hour  for  all  energy  used. 

Determination  of  Maximum  Demand. 

The  consumer's  maximum  demand  is  to  be  determined  by  a  maximum  demand 
meter  to  be  read  monthly. 

Minimum  Charge. 

The  consumer  guarantees  a  maximum  demand  of  10  kilowatts  and  agrees  to  pay 
a  minimum  maximum  demand  charge  of  .$30.00  per  month. 
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Prompt  Payment  Discount. 

A  discount  of  25  cents  per  kilowatt  from  the  demand  charge  will  be  allowed  on 
monthly  bills  paid  on  or  before  10  days  after  their  respective  dates. 

Term  of  Contract. 

One  year,  and  thereafter  imtil  30  days  after  the  receipt  by  the  company  of 
a  written  notice  from  the  consumer  to  discontinue  the  service,  or  until  30  days 
after  the  receipt  by  the  consumer  of  a  written  notice  from  the  company  of  its 
intention  to  discontinue  the  service. 

Terms  and  Conditions. 

The  consumer  agrees  that  the  company  is  authorized  and  empowered  to  remove 
the  meters  and  all  other  material  and  appliances  installed  by  the  company  and 
to  cut  off  the  supply  of  electricity,  whenever  any  of  the  company's  bills  are  in 
arrears,  or  upon  violation  by  the  consumer  of  any  of  the  terms  or  conditions  of 
this  agreement  or  of  any  other  agreement  between  the  parties  hereto;  and  in  case 
of  such  default  or  violation  there  shall  immediately  become  due  and  payable 
by  the  consumer  as  liquidated  damages  the  minimum  maximum  demand 
charge  hereinbefore  mentioned  for  the  unexpired  term  of  this  agreement. 


EMERGENCY  OR  AUXILIARY  SERVICE. 
Rate. 

8  cents  per  kilowatt-hour  for  all  energy  consumed. 

Minimum  Charge. 

The  consumer  agrees  to  pay  a  minimum  monthly  bill  of  $2.50  for  each  kilowatt 
of  firm  maximum  demand  contracted  for. 

Prompt  Payment  Discount. 

A  discount  of  1  cent  per  kilowatt  hour  when  the  bill  is  rendered  at  eight  cents 
per  kilowatt  hour  will  be  allowed  on  monthly  bills  paid  on  or  before  10  days 
after  their  respective  dates. 

Term  of  Contract. 

One  year,  and  thereafter  until  30  days  after  the  receipt  by  the  company  of 
a  written  notice  from  the  consumer  to  discontinue  the  service,  or  until  30 
days  after  the  receipt  by  the  consumer  of  a  written  notice  from  the  company 
of  its  intention  to  discontinue  the  service. 

Terms  and  Conditions. 

The  company  may  install  special  apparatus  to  limit  the  demand  of  the  consumer 
to  the  firm  maximum  demand  contracted  for. 

The  consumer  agrees  that  the  company  is  authorized  and  empowered  to  remove 
the  meters  and  all  other  material  and  appliances  installed  by  the  company  and 
to  cut  off  the  supply  of  electricity,  whenever  any  of  the  company's  bills  are 
in  arrears,  or  upon  violation  by  the  consumer  of  any  of  the  terms  or  conditions 
of  this  agreement  or  of  any  other  agreement  between  the  partie&hereto;  and  in 
case  of  such  default  or  violation  there  shall  immediately  become  due  and 
payable  by  the  consumer  as  liquidated  damages  the  firm  maximum  demand 
charge  hereinbefore  mentioned  for  the  unexpired  term  of  this  agreement. 

OTHER  SCHEDULES. 

Schedules  are  also  filed  for  Limited  Period  Transformed  Service  and  for  Primary 
Power  Service. 
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COMMISSION  DECISIONS 

NEW  JERSEY 


300 — Investment  and  Return. 

Newton  Gas  and  Electric  Company,  Application  For  Approval  of 
Increase  in  Rates  For  Electricity.  Decision  of  the  New  Jersey 
Board  of  Public  Utility  Commissioners,  Dismissing  the  Application. 
November  26,  1915.  / 

The  present  schedules  of  the  Newton  Gas  and  Electric  Company 
provide  a  maximum  rate  of  15  cents  per  kilowatt-hour.  The  receiver 
of  the  company  filed  with  the  Board  a  new  schedule  of  rates  with  a 
maximum  rate  of  20  cents  per  kilowatt-hour. 

The  company  moved  its  generating  plant  to  a  location  where  better 
foundations  could  be  constructed  and  where  a  railroad  siding  could  be 
obtained.  No  funds  were  available  to  meet  the  cost  of  moving  the 
plant,  and  the  property  was  placed  in  the  hands  of  a  receiver. 

No  dividends  have  ever  been  paid  on  the  company's  stock,  but  interest 
has  been  paid  on  the  outstanding  bonds  up  to  the  time  of  the  receiver- 
ship. 

The  Commission  finds  that  the  property  has  been  overcapitalized 
since  a  consolidation  in  1901,  to  such  an  extent  that  the  inability  to 
pay  dividends  on  stock  is  no  indication  of  the  lack  of  earning  power 
under  the  existing  rates. 

310— Valuation. 

The  testimony  "indicates  that  the  investment  in  electrical  plant  in 
Newto  n  has  not  been  wisely  made." 

The  generating  plant  was  removed  to  its  present  location  in  about 
1911  and  prior  to  that  time,  about  1904,  a  change  was  made  in  the 
equipment  of  its  generating  plant.  The  Edison  direct  current  steam 
driven  generators  were  removed  and  in  their  place  alternating  current 
generators  were  installed,  driven  by  gas  engines. 

''Such  a  radical  change  could  only  have  been  justified  because  of 
greater  efficiency  in  the  production  of  electrical  energy.  Much  is 
claimed  for  the  higher  fuel  efficiency,  of  the  gas  engine  unit.  This 
higher  efficiency  however  is  frequently,  and  with  respect  to  this 
company's  operations  appears  to  be  offset  by  higher  fixed  charges 
and  by  larger  expenses  for  the  maintenance  of  the  gas  engines  and 
producers."   .    .    . 
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The  representatives  of  the  municipality  claimed  that  owing  to  the 
unsatisfactory  operation  of  the  gas  engines  and  producers,  they  should 
be  valued  at  scrap  value  only. 

"With  this  contention,  the  Board  is  unable  to  agree.  A  valuation 
made  up  in  this  way  cannot  be  made  the  basis  for  rates.  It  may 
well  be  that  the  investment  involved  in  this  plant  is  higher  per  unit 
of  capacity  than  is  the  case  in  most  steam  plants,  and  it  may  also  well  be 
that  for  rate  making  purposes,  a  value  should  be  given  based  on  the 
cost  of  constructing  an  efficient  plant  which  could  perform  duty 
equivalent  to  that  imposed  upon  the  Newton  plant,  but  to  accept 
as  a  basis  for  rates  a  value  which  ignores  the  investment  necessary 
to  create  some  kind  of  a  plant  would  be  clearly  unfair." 

An  estimate  of  the  cost  of  reproduction  of  the  property  is  secured 
by  comparisons,  using  data  from  appraisals  which  have  been  made 
from  time  to  time  by  the  Board's  engineers. 

A  number  of  tables  are  included  in  the  decision  comparing  the  com- 
pany's statistics  with  those  of  other  companies,  where  the  conditions 
are  somewhat  similar.  Such  comparison  shows  that  the  operating 
ratio  of  ten  companies  averages  66.79%,  while  the  operating  ratio  of 
the  electric  department  of  the  Newton  Company  is  61.24%.  The 
gross  revenue  of  the  Newton  Company  per  kilowatt-hour  sold  is  lower 
than  with  a  large  number  of  companies,  and  the  operating  expense  is 
about  midway.  Analysis  of  the  relations  between  peak  load  and 
capacity  of  plant  for  fourteen  companies  shows  an  average  rated  capa- 
city of  190%  or  a  90%  overhead  capacity.  The  Newton  plant  is 
found  to  have  a  rated  capacity  of  265%  of  the  peak  load.  Newton  has 
55.6  customers  per  thousand,  while  a  simple  average  of  four  towns, 
having  about  the  same  population,  has  68,3  customers  per  thousand. 

500 — Rate  Practice. 
The  decision  says: 

"The  Board  is  satisfied  that  the  lack  of  revenue  is  not  to  be  attributed 
to  insufficiency  in  the  rates  charged  per  unit  of  energy.  An 
increase  in  rates  does  not  always  bring  a  greater  revenue.  On  the 
contrary,  greater  revenues  are  frequently  obtained  by  a  reduction 
in  rates.  The  allegations  of  the  citizens  of  Newton  with  regard  to 
poor  service  are  borne  out  by  the  facts,  and  the  claimed  insufficiency 
in  revenue  is  largely  attributable  to  inefficiency  in  service.  Improve- 
ment in  character  of  service  may  reasonably  be  expected  to  result 
in  an  increase  in  revenue  without  increase  in  the  rates.     .     .     . 

"The  insufficiency  of  return  does  not  indicate  under  the  circumstances 
here,  that  the  existing  rates  are  unjustly  and  unreasonably  low, 
but  rather  that  there  is  a  want  of  a  reasonable  degree  of  development 
even  under  the  existing  rates,  which  can  be  accounted  for  by  the 
long  continued  inefficient  operation  and  service." 
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The  receiver  contends  that  without  the  proposed  increase  in  rates, 
further  improvements  in  service  cannot  be  made. 

The  Board  concludes,  however,  that  the  application  of  the  increase  has 
not  been  sustained. 

''The  people  are  entitled  to  a  safe,  adequate  and  proper  service  at 
just  and  reasonable  rates.  The  company  is  entitled  for  the  rendition 
of  such  service  to  a  fair  return  upon  the  reasonable  value  of  the  pro- 
perty devoted  by  it  to  the  public  use. 

"Long  continued  and  patient  effort  by  the  Board  and  its  engineers 
to  secure  for  the  community  the  character  of  service  to  which  it  is 
entitled,  has  resulted  in  some  improvement,  but  the  service  rendered 
falls  far  short  of  a  safe,  adequate  and  proper  service.     .     .     . 

"It  seems  impossible,  therefore,  to  secure  for  the  community  the 
service  to  which  it  is  entitled  at  just  and  reasonable  rates  as  long  as 
the  operation  of  the  property  continues  with  the  receiver. 

"In  this  situation,  in  view  of  the  duty  of  the  utility  as  to  service,  the 
financial  interests  of  those  holding  the  securities  of  the  company 
must  give  way  to  the  rights  of  the  community. 

"In  the  judgment  of  the  Board,  the  problem  admits  of  but  one 
solution,  and  that  is  the  sale  of  the  property  in  the  chancery  pro- 
ceeding. 

"Through  such  sale,  a  purchaser  may,  perhaps,  be  found  who,  pay- 
ing a  reasonable  price  for  the  plant,  and  investing  the  added  money 
required  for  its  readjustment,  will  be  able  to  furnish  the  community 
a  satisfactory  service  at  a  reasonable  rate." 

510 — ^Forms  of  Rates. 

The  new  rates  proposed  by  the  company  are  as  follows : 

20c.  per  kilowatt  hour  for  the  first  30  hours'  use  per  month  of  the 

connected  load. 

The  second  30  hour's  use  per  month  of  the  connected  load  to  be  charged 
for  as  follows : 

Under    30  kilowatt-hours 16c. 

30  to    50  kilowatt-hours 15c. 

50  to  100  kilowatt-hours 14c. 

100  to  150  kilowatt-hours 13c. 

150  to  200  kilowatt-hours 12c. 

200  or  more 10c. 

All  use  in  excess  of  60  hours'  use  of  the  maximum  demand . .  9c. 

The  Board  disapproves  of  this  form  of  schedule. 

"With  reference  to  the  form  of  schedule  proposed  by  the  company, 
it  should  be  said  that  this  form  resembles  somewhat  the  schedule 
which  was  in  use  by  the  Rockland  Electric  Company  at  the  time  the 
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Newton  Company  first  proposed  an  increase  in  rates.  Great  stress 
was  laid  upon  the  justice  of  this  schedule  because  of  the  fact  that 
the  Board  had  approved  its  introduction  by  the  Rockland  Electric 
Company  into  territory  where  another  schedule  had  been  in  effect. 

''In  the  application  of  this  schedule,  the  Rockland  Electric  Company 
met  with  practical  difficulties,  due  to  the  inability  of  many  custom- 
ers to  understand  it,  and  since  the  schedule  was  filed  by  the  Newton 
Company,  the  Rockland  Company  has  discarded  the  schedule  re- 
ferred to.  Aside  from  the  question  of  the  reasonableness  of  the 
rates  proposed,  the  schedule  submitted  by  the  Receiver  of  the  Newton 
Company  is  not  in  form  to  meet  the  Board's  approval.  A  schedule 
under  which  the  first  hour's  use  is  charged  for  at  a  higher  rate  than 
succeeding  hours'  use  of  the  connected  load  conforms  more  nearly  to 
cost  than  the  simpler  forms  of  rates  in  use  by  many  companies.  The 
portion  of  the  proposed  schedule  referring  to  the  second  30  hours'  use 
is,  however,  unjustly  discriminatory,  in  that  its  strict  application 
will  sometimes  result  in  payment  of  a  larger  amount  of  money  for  a 
smaller  amount  of  service."     ... 

580 — Minimum  Charge. 

The  minimum  charge  under  the  proposed  new  schedule  corresponds  to 
the  charge  for  the  first  30  hours'  use  per  month  of  the  connected  load 
at  the  rate  of  20c.  per  kilowatt-hour. 

The  assumed  consumption  in  30  hours  of  the  connected  load  is  to  be 
computed  in  accordance  with  the  following  table:  ^ 

Kilowatt-hours  per 
month  charged  as 
No.  of  one  hour's  average 

sockets.  daily  use. 

1  3 

2  4 

3  5 

4  6 

5  7 

6  8 

7  9 

8  10 

9  11 
10  12 

Table 

continued  to    100  90 

The  Commission  says: 

"The  ordinary  small  house  may  be  considered  as  having  20  lights. 
The  minimum  charge  for  20  lights,  as  found  from  the  table  is  made 
up  as  follows: 

"Opposite  the  number  of  sockets  given  as  20  is  the  figure  24;  24 
kilowatt-hours  at  20  cents  -  $4.80. 
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"The  minimum  monthly  charge  for  20  sockets  would  therefore  be 

$4.80. 

"Under  the  present  schedule,  it  will  be  noted  that  the  minimum 

monthly  charge  is  $1.00,  without  reference  to  the  number  of  sockets. 

"The  position  of  the  Board  with  respect  to  minimum  charges  for 
electric  lighting  and  power  is  defined  in  memorandums  adopted 
January  16,  1912.  In  the  memorandum  on  the  minimum  charge 
for  electric  Ughting,  the  Board  said: 

"'If  a  public  utility  corporation  should  refuse  to  supply  every 
customer  whose  business  appeared  to  be  unprofitable,  the  total 
number  of  customers  now  supplied  would  be  very  much  reduced. 

"  'As  it  is  therefore,  the  duty  of  a  public  utility  to  supply  all  customers, 
we  are  led  to  inquire  into  the  subject  of  making  a  minimum  charge, 
and  are  answered  in  various  ways:  (1)  It  is  an  attempt  on  the  part 
of  the  company  to  prevent  the  mere  curiosity  seeker,  who  has  no 
real  need  for  service,  from  imposing  on  the  company  a  burden 
involving  expense  for  which  it  would  receive  no  adequate  compen- 
sation, unless  a  minimum  charge  was  made;  (2)  It  is  an  attempt 
to  obtain  from  each  customer  an  amount  approximating  the  average 
cost  to  the  company  for  such  service,  as  it  must  render,  whether 
any  electric  current  is  used  or  not.  A  charge  in  connection  with 
the  first,  is  a  matter  of  policy,  which  must  be  considered  very 
carefully  by  the  company,  and  should  only  be  sufficient  to  accomplish 
the  purpose  indicated,  and  therefore,  should  not  be  based  on  any 
other  considerations. 

"  'Electric  lighting  service  is  a  necessity,  and  the  utilities  engaged 
in  supplying  it  are  in  duty  bound  to  furnish  it  to  all  who  apply  for 
it,  and  may  not  refuse  to  do  so,  providing  a  customer  agrees  to  live 
up  to  such  reasonable  rules  and  regulations  as  are  actually  necessary 
to  safeguard  the  rights  and  interests  of  the  utility,  which  in  turn 
tends  to  benefit  the  customers  as  a  whole.  It  follows  that  the 
restrictions  must  not  be  burdensome,  nor  result  in  preventing  any 
large  body  of  persons  from  obtaining  a  service  to  which  they  have 
a  right. 

"  'One  must  not  lose  sight  of  the  fact,  however,  that  the  supply  of 
electricity,  gas  or  water  is  a  commercial  project,  and  in  the  last 
analysis,  no  individual  customer  has  a  right  to  service  without 
giving  in  exchange  adequate  compensation. 

"  'The  second  answer  that  the  exaction  of  a  minimum  charge  is  an 
attempt  to  collect  from  each  customer  a  figure  approximating  the 
average  cost  to  the  company  of  the  service  supplied  should  be  analyzed. 
While  the  service  supplied  to  some  customers  undoubtedly  provides 
a  wider  margin  of  profit  than  that  supplied  to  others,  most  of  the 
rates  charged  by  public  utilities  are  in  a  sense  based  on  a  system  of 
averages.' 

"Investigations  made  by  Commissions  of  other  states,  all  of  which 
is  brought  out  in  detail  in  the  memoradum  referred  to  above,  have 
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resulted  in  the  approval  of  a  scheme  of  minimum  charges,  not, 
however,  based  on  the  cost  as  reflected  by  the  varying  demand  of 
different  customers,  but  so  designed  as  to  prevent  the  curiosity 
seeker  from  inflicting  a  burden  upon  the  company,  and  sufficient 
in  amount  to  compensate  the  company  for  the  costs  of  maintaining 
and  reading  meters,  bookkeeping,  collecting  and  the  general  costs 
which  are  more  or  less  proportionate  to  the  number  of  customers. 

"The  conclusions  of  the  Board  in  the  memoradum  on  minimum 
charge  for  electric  lighting  referred  to  above,  were  that  a  charge  of 
one  dollar  per  month  per  plant  or  installation  is  just  and  reasonable 
for  electric  lighting,  but  that  a  charge  of  one  dollar  per  meter  is 
excessive.  Where  more  than  one  meter  is  installed,  a  minimum 
charge  of  50  cents  per  month  per  meter  is  not  excessive  or  unreasonable 
for  each  additional  meter  installed  on  the  same  premises  for  the  same 
customer,  supplied  through  the  same  service. 

"The  general  conclusions  of  the  Board  laid  down  in  the  memoradum 
dated  January  16,  1912,  are  herein  referred  to  as  being  applicable 
to  the  present  situation. 

"During  the  past  two  years,  two  large  companies  in  this  state  have 
given  up  minimum  charges  for  electric  lighting  which  varied  with  the 
size  of  the  installation,  and  in  place  of  such  schedules,  have  adopted 
a  flat  minimum  charge  of  one  dollar  per  month." 


IDAHO 

780— Service. 

MiLNER  AND  NoRTH  SiDE  Railroad  Company,  Application  of  the 
Receiver  of  the  Company  For  an  Order  Authorizing  the  Discontinuance 
of  Train  Service.  Decision  of  the  Idaho  Public  Utilities  Commis- 
sion, Granting  the  Application.     November  27,.  1915. 

The  receiver  was  appointed  by  the  court  to  operate  the  railroad,  "if 
the  same  can  be  operated  without  loss,  otherwise  to  discontinue  «uch 
operation  when  in  the  judgment  of  such  receiver,  it  may  be  necessary 
so  to  do  in  order  to  protect  the  estate  from  loss." 

The  receiver  applied  to  the  Commission  for  authority  to  discontinue 
service.  The  Commission  finds  that  the  railroad  for  several  years  has 
been  operated  at  a  loss  and  that  there  is  now  no  prospect  that  it  can 
in  the  future  be  made  to  produce  revenue  sufficient  to  pay  operating 
expenses,  to  say  nothing  of  allowances  to  cover  depreciation,  taxes, 
and  return  on  investment.  The  Commission  further  finds  that  the 
road  is  practically  paralleled  by  a  branch  line  of  the  Oregon  Short  Line 
Railroad  and  the  service  over  this  branch  line  can  be  made  reasonably 
adequate  and  satisfactory.  The  Commission  "fails  to  see  any  course 
open  to  it  other  than  to  grant  the  application."  The  order  authorizes 
the  receiver  to  discontinue  service. 
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REFERENCES 

RATES 

400— Rate  Theory. 

Central  Station  Rate  Making,  Letter  by  F.  Tarr.  Power,  December 
7,    1915.     p.    798.     1    page. 

The  letter  refers  to  the  article  on  Central  Station  Rate  Making,  by  Paul  J.  Kiefer, 
(reported  in  7  Rate  Research  398);  and  the  writer  states  that  in  making  rates 
for  electric  service,  some  consideration  must  be  given  to  the  question  of  whether 
or  not  the  proposed  rates  will  get  and  hold  the  business.  This  is  particularly  true 
of  the  power  business.  An  illustration  is  given  of  the  fact  that  better  rates  may 
be  given  the  small  consumer  if  the  large  power  service  is  attracted  to  the  central 
station. 

INVESTMENT  AND  RETURN 

300"Investment  and  Return. 

Bay  State  Street  Railway  Valuation,  Electric  Railway  Journal, 
December  4,  1915.  p.  1121.  3  pages. 

An  abstract  is  given  of  the  report  by  Sloan,  Huddle,  Feustel  and  Freeman  on  the 
property  and  business  of  the  Bay  State  Street  Railway  Company,  which  was 
noted  in  8  Rate  Reseiakch  143. 

300— Investment  and  Return. 

Rate  of  Return  and  Proper  Distribution  of  Revenue,  by  C.  B. 
Salmon.  Read  before  the  Public  Utilities  Association  of  West  Virginia 
at  White  Sulphur  Springs,  West  Virginia,  November  19,  1915. 

It  is  pointed  out  that  West  Virginia,  while  exceedingly  rich  in  its  natural  resources, 
is  not  rich  in  money,  and  must  depend  on  outside  capital  for  its  development.  It 
rests  with  the  public  utilities,  to  a  large  extent,  to  lead  the  way  in  developing 
these  natural  resources  and  providing  the  comforts  and  necessities  upon  which  is 
dependent  the  growth  of  the  population  and  its  wealth  within  the  State.  It  is 
important  that  the  regulation  of  public  utilities  should  be  such  as  would  attract 
capital  into  the  state  and  into  these  industries.  With  the  conditions  in  West 
Virginia  in  mind,  the  writer  takes  up  the  question  of  what  is  a  fair  rate  of  return 
and  how  can  it  be  determined.  He  says  that  reasonable  return  is  made  up  of 
interest  and  profit.  "The  interest  part  is  very  fairly  taken  care  of  on  a  6%  basis, 
but  the  rate  of  profit  to  be  allowed  the  owners  is  still  a  variable  figure,  and  in  West 
Virginia  must  be  more  than  if  the  utility  existed  in  the  older  and  richer  states." 
A  digest  is  given  of  opinions  of  commissions,  courts,  and  valuation  experts,  regard- 
ing the  valuation  of  public  utilities,  fair  rate  of  return,  and  the  fixing  of  reason- 
able rates. 

PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation — Law  and  Practicei 

Some  Financial  Aspects  of  Regulation,  by  Robert  O.  Wood,  Member 
of  the  New  York,  First  District,  Commission.  Paper  Read  Before  the 
Valuation  Conference  of  the  Utilities  Bureau  of  Philadelphia.  The 
Gas  Age,  December  1,  1915.     p.  503.     1  page. 

Commissioner  Wood  states  that  it  should  be  the  aim  of  regulation  to  enable  cor- 
porations through  the  fair  valuation  of  their  properties  and  through  a  fair  return 
on  their  value  to  make  investment  in  their  securities  safe,  and  attractive.  In 
this  the  interests  of  the  public  and  the  corporation  are  one.  The  company  must 
be  in  a  position  to  attract  new  capital  for  the  making  of  extensions  and  improve- 
ments if  the  public  is  to  be  adequately  served. 
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"It  is  a  well-known  fact  that  a  public  utility  corporation  never  stands  still. 
It  continually  requires  new  capital.  Moreover  the  growth  and  development 
of  the  territory  it  serves  often  demands  expenditures  considerably  in  advance 
of  a  reasonable  return  on  the  capital  invested.  'The  advance  in  the  state  of 
the  art,'  especially  the  electrical  art,  is  continually  requiring  that  machinery, 
equipment,  etc.,  be  superseded  by  a  newer  and  more  up-to-date  plant  and 
equipment.  The  corporation  should  be  encouraged  to  make  these  improve- 
ments, and  so  long  as  it  furnished  proper  and  adequate  service,  should  be  per- 
mitted to  earn  a  reasonable  return  on  its  investment." 

226.5 — Standards  of  Service. 

Standards    of    Service    for   Water    Companies,   Adopted   by   the 
Illinois  Public  Utilities  Commission,  Effective  as  of  August  5,  1915. 

The  Commission  adopted  standards  of  service  for  water  companies  chiefly  covering 
accuracy  of  meters,  meter  records,  and  testing  of  meters. 


252 — Commission  Annual  Reports. 

Documentary  History  of  Railroad  Companies.  Compiled  by  the 
New  York  Public  Service  Commission  (ID).  Annual  Report  for 
1913.     Volume  V.     1473  pages. 

The  Commission  has  required  all  companies  under  its  jurisdiction  to  file  all  docu- 
ments relative  to  their  incorporation,  franchise  rights  and  intercorporate  relations. 
About  7,000  of  these  documents  are  now  on  file.  The  volume  on  Documentary 
History  of  Railroad  Companies,  which  is  made  a  part  of  the  commission's  annual 
report  for  1913,  is  a  summary  of  the  essential  data  contained  in  this  document  file 
relating  to  railroad  companies.  The  record  covers  726  companies  that  have  been 
organized  to  operate  routes  within  the  present  limits  of  New  York  City.  Of  these 
455  are  now  dead,  dormant,  or  inchoate;  195  have  lost  their  identity  by  merger, 
foreclosure  or  change  of  name;  and  31  are  operated  under  lease  or  agreement  by 
other  companies,  thus  leaving  but  45  companies  at  present  operating  railroad  routes 
within  the  citj^  limits.  There  is  included  a  series  of  six  charts,  showing  the  inter- 
corporate relations  of  all  the  companies  which  enter  into  the  present  operating 
railroad  routes  within  Greater  New  York. 

253 — Commission  Reports  of  Decisions. 

Public  Service  Commission  Reports,  New  York  (1  D),  1914.  Vol. 
v.,  497  pages. 

The  report  contains  determinations  of  the  Commission  passed  upon  by  the  courts, 
amendments  to  the  Public  Service  Commissions  Law,  enacted  in  1914,  and  decisions 
of  the  Commission  covering  the  calendar  year  of  1914. 

268 — Public  Service  Laws. 

Act  of  the  Province  of  Alberta,  Canada,  to  Create  a  Public  Utility 
Commission  and  to  Prescribe  its  Powers  and  Duties.  Assented  to 
April  17,  1915,  Made  Effective  October  7,  1915. 

The  Public  Utilities  Act  of  the  Province  of  Alberta  creates  a  Board  and  provides 
for  the  regulation  of  water,  gas,  heat  or  light  power,  railways,  telegraphs  and  tele- 
phones. Municipal  corporations  are  not  included  unless  they  voluntarily  come 
under  the  Act  in  the  prescribed  manner.     The  Alberta  government  telephones, 
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now  namaged  and  operated  by  the  Department  of  Railways  and  Telephones,  are 
included  under  this  Act.  Every  municipality  operating  any  form  of  public  utility 
service  is  to  keep  accounts  in  the  manner  prescribed  by  the  Board  and  is  to  file 
such  statements  of  the  accounts  as  the  Board  may  direct. 

The  act  provides  for  the  dissolution  of  a  public  utility  for  failure  to  obey  orders 
of  the  Board. 

"If  it  is  proved  that  a  public  utility  has  not  complied  with  an  order  given  by 
the  board,  and  if  it  is  of  opinion  that  there  are  no  effectual  means  of  compelling 
the  public  utility  to  obey  such  order,  the  board,  as  an  alternative,  shall  trans- 
mit to  the  Attorney  General  a  certificate  signed  by  the  board  and  secretary, 
setting  forth  the  nature  of  the  order  and  the  default  of  the  public  utility  in 
complying  therewith.  Such  default  so  established  shall  be  ground,  after  public 
notice  in  The  Alberta  Gazette  of  the  receipt  of  the  said  certificate  by  the  Attorney 
General,  for  an  action  to  dissolve  the  public  utility  or  to  annul  the  letters 
patent  incorporating  it." 


GENERAL 


226.2— Extension  of  Service. 

Economical  Constructiox  of  Rural  Lines,  by  A.  S.  Hall.  Paper 
Read  Before  the  Portland  Section  of  the  N.  E.  L.  A.  and  A.  I.  E.  E., 
November  9,  1915.  Journal  of  Electricity,  Power  and  Gas,  December  4, 
1915,  p.  430,  3  pages. 

After  discussing  the  desirability'  of  a  rural  load  for  central  stations  and  describing 
a  number  of  applications  of  electricity  to  farming,  suggestions  are  made  for  methods 
of  construction    which  will  make  it  economically  possible  to  give  rural  service. 


900— General. 

The  Development  of  the  Bureau  of  Standards,  by  Frederic  Nicholas  . 
Electrical  World,  December  4,  1915,  p.  1244.    4|  pages. 

An  account  is  given  of  the  work  of  the  Bureau  of  Standards  in  the  development 
of  standards  of  practice  for  the  electrical  industry. 


900— General. 

Smoke  Abatement  and  Electrification  of  Railway  Terminals 
IN  Chicago.  Report  of  the  Chicago  Association  of  Commerce  Com- 
mittee of  Investigation  on  Smoke  Abatement  and  Electrification  of 
Railway  Terminals.     1915.     1177  pages. 

The  committee  appointed  by  the  Chicago  Association  of  Commerce  in  March, 
1911,  has  published  a  very  complete  report  covering  its  investigation  and  study  of 
the  subject  of  smoke  abatement  and  electrification  of  railway  terminals.  Research 
work,  which  was  world  wide,  and  made  to  cover  many  phases  of  the  subject,  is 
brought  to  bear  upon  the  Chicago  problems.  The  Committee  finds  that  complete 
electrification  of  steam  railways  is  not  advisable  at  the  present  time. 
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COURT  DECISION  REFERENCES 

221.1 — ^Issue  of  Stocks  and  Bonds. 

Davis  et  al  v.  Watertown  National  Bank  et  al.     Decision  of  the 
Texas  Court  of  Civil  Appeals.     178  Southwestern  593. 
The  Glen  Rose  and  Walnut  Springs  Railway  Company  issued  a  series  of  four 
notes,  each  for  $2,500,  without  the  approval  of  the  Railroad  Company  as  required 
by  statute.     In  an  action  against  the  maker  and  indorsers  of  these  notes  the  Court 
holds  that  the  notes  are  invalid  and  unenforceable.     The  provisions  of  the  statute 
(Chapter  16,  Arts.  6717,  6732,  Vol.  4,  Vernon's  Sayles's  Stat.  1914),  knowTi  as  the 
stock  and  bond  law,  invalidate  every  evidence  of  debt  operating  as  a  lien  upon 
the  property  of  railroad  companies  issued  without  the  approval  of  the  Railroad 
Commission.     It  was  contended  that  this  provision  is  in  conflict  with  Section 
19  of  the  Bill  of  Rights,  declaring  that  no  person  shall  be  deprived  of  his  property 
without  due  course  of  law,  and  are  unconstitutional  for  the  further  reason  that 
they  are  in  conflict  with  Article  12,  Section  6,  of  the  State  Constitution  declaring 
that  "no  corporation  shall  issue  stocks  or  bonds,  except  for  money  paid,  labor 
done  or  property  actually  received,"  etc.     Both  of  these  contentions  are  over- 
ruled by  the  court.     The  court  holds  that  the  purpose  of  the  provisions  in  the 
statutes  of  the  state  referred  to,  as  construed  by  the  Supreme  Court,  is  that  stocks 
and  bonds  of  corporations  should  represent  something  substantial  and  not  fictitious. 
"While  the  constitutional  provision  directs  that  corporations,  which  include 
railroad  corporations,  shall  not  do  the  things  therein  prohibited,  it  contains 
no  regulations  or  formalities  relating  to  the  issuance  of  stocks  and  bonds  which 
will  put  upon  notice  and  protect  the  prospective  stockholder  or  creditor  in 
case  the  corporation  has  not  in  fact  observed  the  constitutional  injunction. 
That  is  precisely  what  the  provisions  of  Chapter  16  do  when  they  direct  that 
stocks  and  bonds  (notes)  of  railroad  corporations  not  approved  by  the  Rail- 
road Commission  and  certified  to  in  that  respect  by  the  secretary  of  state 
upon  the  bond  shall  be  void.     And  whoever  purchases  the  bond  of  a  railroad 
company  not  properly  certified  has  constructive  notice  of  its  invalidity.     The 
effect  of  the  rule  is  not  dissimilar  to  the  statutory  rule  with  reference  to  one 
who  purchases  a  negotiable  note  after  maturity,  or  of  one  who  purchases  before 
maturity   with   actual   notice.     Accordingly  no   railroad    corporation   being 
permitted  to  issue  bonds  without  observing  the  provisions  of  Chapter  16,  and 
the  bonds  acquired  by  appellants  showing  upon  their  face  to  be  the  bonds  of 
a  railroad  company  without  such  certificate  such  fact  was  notice  to  appellants 
that  they  were  void,  even  though  acquired  before  maturity." 

200 — Public  Service  Regulation — ^Law  and  Practice. 

Memphis  St.  Ry.  Co.  v.  Rapid  Transit  Co.  et  al.  Decision  of  the 
Supreme  Court  OF  Tennessee.  Oetober23, 1915.  179  Southwestern  635. 
A  bill  was  filed  by  the  Memphis  Street  Railway  Company  to  enjoin  the  Rapid 
Transit  Company  and  other  defendants  from  operating  jitneys  in  the  streets  of 
Memphis  in  competition  with  the  complainant's  street  cars.  The  city  had  passed 
no  ordinance  authorizing  the  operation  of  the  jitney  lines  and  the  defendants 
had  filed  no  bonds  in  compliance  with  the  provisions  of  Chapter  60,  Acts  of  1915. 
This  law  made  jitneys  common  carriers  and  provided  for  their  regulation  as  such. 
The  defendants  challenged  the  validity  of  the  act,  and  the  court  finds  that  the 
act  is  valid.  The  street  railway  is  operating  under  a  franchise  Avhose  validity 
■  is  not  questioned.  Such  franchise  entitles  the  company  to  protection  from  unau- 
thorized competition.    The  court  says: 

"When  a  business  may  not  be  conducted  as  a  matter  of  common  right,  but 

legislative  authority  is  necessary,  such  authority,  when  conferred,  is  exclusive 

against  all  persons  not  endowed  with  like  authority.     Such  rights  so  bestowed 

by  law,  may  not  be  infringed,  except  by  authority  of  the  state,  and  will  be 

protected  by  injunction  against  unlawful  invasion." 

The  court  finds  that  the  street  railway  company  has  suffered  special  damages 

by  the  manner  in  which  the  jitneys  were  operated  in  competition  with  its  street 

railway  service,  and  is  entitled  to  relief  by  injunction. 
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RATES 

NEW  ORLEANS,  LA. 


720— Rate  Schedules. 

New  Orleans  Railway  &  Light  Company,  New  Orleans  (Pop.  339,075) . 
Rates  Schedules,  Effective  December  1,  1915. 

The  following  are  the  schedules  of  the  New  Orleans  Railway  and  Light 
Company  which  are  made  effective  as  of  December  1,  1915: 


COMMERCIAL  AND  RESIDENCE  LIGHTING. 

Rate. 

Service  Charge :    25  cents  per  month  per  meter. 

Energy  Charge:     Being  an  additional  charge  of: 

7  cents  per  kilowatt-hour  for  the  first  20  kilowatt-hours  per  meter  consumed 
in  any  one  month. 

6  cents  per  kilowatt-hour  for  the  next  30  kilowatt-hours  per  meter  consumed 
in  any  one  month. 

5  cents  per  kilowatt-hour  for  the  next  150  kilowatt-hours  per  meter  consumed 
in  any  one  month. 

4  cents  p>er  kilowatt-hour  for  all  over  200  kilowatt-hours  per  meter  consumed 
in  any  one  month. 

Delayed  Payment  Penalty. 

1  cent  per  kilowatt-hour  will  be  added  to  all  bills  not  paid  on  or  before  the  tenth 
day  after  date  of  presentation. 

Minimum  Charge. 

The  consumer  guarantees  a  minimum  monthly  consiunption  of  not  less  than 
7.2  kilowatt-hours  per  meter  connected,  and  in  the  event  this  amount  is  not 
consumed,  the  consumer  agrees  to  pay  the  company  its  equivalent  value 
at  the  rate  of  7  cents  per  kilowatt-hour  net. 

Lamp  Renewals. 

Original  outfits  of  lamps  furnished  by  the  company  free. 

Editorial  Note — All  indented  matter  is  direct  quotation. 
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The  worn-out  lamp  must  be  returned  in  every  case  before  a  new  one  will  be 
issued.  Lamps  lost  or  broken  by  the  consumer  will  be  charged  for  by  the 
company. 

RETAIL  POWER. 
Rate. 

6  cents  per  kilowatt-hour  for  all  current  consumed  up  to  and  including  an 
amount  equivalent  to  30  hours'  use  per  month  of  the  consumer's  demand. 

3^  cents  per  kilowatt-hour  for  all  excess  use. 

Determination  of  Demand. 

The  demand  for  any  month  shall  be  determined  as  follows: 
75%-installations  under  10  horse-power. 

65%-installations  from  10  horse-power  to  50  horse-power,  both  inclusive. 
55%-installations  over  50  horse-power. 

Delayed  Pasmaent  Penalty. 

1  cent  per  kilowatt-hour  will  be  added  to  all  bills  not  paid  on  or  before  the 
tenth  day  after  the  date  of  presentation. 

Minimum  Charge. 

The  consumer  guarantees  a  minimum  monthly  consumption  of  not  less  than 

8.4  kilowatt-hours  per  horse-power  or  fraction  thereof,  in  rated  capacity  of 
motors  connected,  and  in  the  event  this  amount  is  not  consumed,  the  consumer 
agrees  to  pay  to  the  company  its  equivalent  value  at  the  rate  of  6  cents  per 
kilowatt-hour  net,  no  installation  to  be  rated  less  than  2  horse-power  per  meter 
connected. 

WHOLESALE  LIGHT  OR  POWER  OR  BOTH. 
Rate. 

Demand  Charge. 

$3.00  per  kilowatt  of  maximum  demand  per  month  up  to  and  including  the 
first  5  kilowatts. 

$2.50  per  kilowatt  of  maximum  demand  per  month  for  the  next  15  kilowatts. 
$2.25  per  kilowatt  of  maximum  demand  per  month  for  the  next  30  kilowatts. 
$2.00  per  kilowatt  of  maximum  demand  per  month  for  the  next  150  kilowatts. 
$1.50  per  kilowatt  of  maximum  demand  per  month  for  all  in  excess  of  200  kilo- 
watts, plus  an 

Energy  Charge  of 

5  cents  per  kilowatt-hour  for  the  first  500  kilowatt-hours  consumed  per  month. 
3  cents  per  kilowatt-hour  for  the  next  1000  kilowatt-hours  consumed  per  month. 

2.5  cents  per  kilowatt-hour  for  the  next  3,500  kilowatt-hours  consumed  per 
month. 

1  cent  per  kilowatt-hour  for  the  next  45,000  kilowatt-hours  consumed  per 

month. 

.75  cent  per  kilowatt-hour  for  all  in  excess  of  50,000  kilowatt-hours  consumed 

per  month. 

Determination  of  Demand. 

The  monthly  maximum  demand  is  determined  by  a  suitable  meter  installed 
and  owned  by  the  company. 

Prompt  Payment  Discount. 

A  discount  of  10%  of  the  energy  charge  is  allowed  on  monthly  bills  paid  on  or 
before  10  days  after  presentation. 
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Minimum  Charge. 

The  consumer  guarantees  a  monthly  maximum  demand  of  not  less  than  5 
kilowatts,  also  a  minimum  monthly  consumption  of  153.9  kilowatt-hours, 
and  in  the  event  the  consumption  does  not  amount  to  153.9  kilowatt-hours, 
the  consumer  agrees  to  pay  to  the  company  its  equivalent  value  at  the  rate 
of  13  cents  per  kilowatt-hour  net. 

Lamp  Renewals. 

In  the  event  the  consumer  desires  the  company  to  furnish  lamp  service,  the 
consumer  shall  pay  each  month  (in  addition  to  the  above  charges),  a  sum  equal 
to  5  cent  per  kilowatt-hour  of  current  used  for  lighting;  the  company  will 
furnish  and  install  in  the  consumer's  premises  all  such  incandescent  lamps 
(of  the  company's  present  standard  carbon  filament  type),  as  are  to  be  supplied 
exclusively  with  the  company's  electricity,  and  when  such  lamps  are  worn 
out  and  returned  to  it,  the  company  will  furnish,  but  will  not  install,  renewals 
thereof,  without  extra  charge,  imless  the  use  of  the  lamps  shall  be  such  as  to 
materially  shorten  their  normal  life  and  require  excessive  renewals,  in  which 
case  the  consumer  shall  reimburse  the  company  for  the  expense  incurred  by 
such  excessive  renewals;  and  the  company  will  also  furnish  and  install  in  the 
consumer's  premises  all  such  arc  lamps  (of  the  company's  standard  type  and 
finish)  as  are  to  be  supplied  exclusively  with  the  company's  electricity  and  will 
trim  and  renew  the  same  whenever  necessary.  The  consumer  must  pay  the 
company  for  all  lamps  furnished  by  the  company  and  not  returned  to  it  by  the 
consumer,  at  the  company's  regular  price  for  such  lamps. 

Terms  and  Conditions. 

The  following  terms  and  conditions  apply  to  all  of  the  above  schedules: 

The  company  is  hereby  authorized  and  empowered  to  cut  off  the  supply  of 
electricity  and  remove  its  meters  and  other  property  whenever  any  bill  is  in 
arrears,  or  upon  violation  by  the  consumer  of  any  of  the  terms  and  conditions 
of  this  contract,  or  of  any  other  contract  with  the  consumer,  or  to  protect 
itself  from  fraud  or  abuse;  and  in  case  of  such  cutting  off  by  the  company,  in 
addition  to  the  amount  then  due,  there  shall  immediately  become  due  and  be 
payable  to  the  company,  as  liquidated  damages  not  as  a  penalty,  a  further 
sum,  equal  to  the  minimum  amount  guaranteed  imder  this  contract,  for  the 
remainder  of  the  term  of  this  contract. 

No  other  electric  light  or  power  service  shall  be  used  by  the  consumer  in  con- 
junction with  the  company's  service,  either  by  means  of  a  "throw-over" 
switch  or  by  any  other  connection,  without  the  express  written  consent  of  the 
company,  specially  obtained  for  the  purpose,  and  any  violation  of  this  rule 
shall  authorize  the  company  to  discontinue  its  service  entirely  and  take  out 
its  service  connections. 

COMMISSION  DECISIONS 

ILLINOIS 

511— Flat  Rates. 

Central  Illinois  Public  Service  Company,  Application  For  Approval 
of  a  Rate  Schedule  For  Service  Through  a  "Limiter."  Decision  of  the 
Illinois  Public  Utilities  Commission,  Authorizing  the  Company 
to  Try  Out  This  Method  of  Charging.     December  2,  1915. 

The  Company  applied  for  authority  to  establish  a  special  rate  for  electric 
service  rendered  through  a  so-called  "limiter"  instead  of  through  a 
standard  watt-hour  meter. 

"A  'limiter'  is  an  automatic  device,  which  may  be  connected  in  series 
with  a  consumer's  electric  load  for  the  purpose  of  controlling  the  said 
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consumer's  maximum  demand.  The  'limiter'  is  virtually  a  solenoid- 
operated  cut-out,  which  is  placed  inside  of  a  covered  steel-box,  and 
tamper-sealed  after  installation  at  a  consumer's  premises.  The 
proposed  'hmiters'  are  rated  at  one  hundred  (100)  watts  and  will 
automatically  open  the  house-circuit  whenever  the  load  materially 
exceeds  one  hundred  (100)  watts.  In  operation,  a  consumer  could 
switch  into  circuit  four  (4)  twenty-five  (25)  watt  tungsten  lamps  or 
seven  (7)  fifteen  watt  lamps  without  any  manifestation  of  the 
'limiter.'  But,  upon  the  switching  into  circuit  of  an  additional  lamp, 
all  the  lamps  will  commence  to  flicker  at  periodical  intervals  and  will 
continue  to  flicker  in  an  unusable  manner,  until  the  excess  lamp  is 
switched  out  of  circuit.  At  the  hearing,  it  was  demonstrated  that  the 
proposed  types  of  'limiters'  would  operate  quite  nicely  and  accurately. 

''It  is  the  purpose  of  the  petitioner  to  use  the  'limiter'  as  a  means  of 
securing  small  consumers,  whose  business  could  not  be  attached  on  a 
regular-meter  basis  but  who  would  probably  agree  to  a  regular  fixed 
charge  of  one  dollar  ($1.00)  per  month — the  rate  for  which  approval  is 
now  requested.  It  is  expected  that  the  device  will  assist  materially 
in  educating  present  small  non-consumers  to  a  degree  of  appreciating 
modem  electrical  devices  and  appliances.  The  'limiter'  and  the  rate 
applying  thereto  are  to  be  optional  with  any  and  all  consumers 
(present  or  new)  in  the  municipalities  where  the  device  is  to  be  tried, 
except  that  a  'limiter'  will  be  installed  on  a  basis  of  a  one  (l)-year 
contract  in  which  the  consumer  would  agree  to  pay  a  small  fee  to  cover 
labor  charges,  in  event  of  a  reversion  to  the  regular  meter  before  the 
termination  of  twelve  (12)  full  months.  It  is  not  intended  to  use  a 
regular  watt-hour  meter  in  series  with  the  'limiter'  to  measure  the 
actual  consumption  of  energy,  except  that  sufficient  meters  will  be 
in^alled  in  the  initial  experimental  installations  to  secure  adequate 
data  and  information  upon  which  to  base  a  more  reliable  opinion  as 
to  the  propriety  of  extending  such  a  class  of  service  elsewhere  in  the 
State.  The  petitioner  proposes  to  permit  the  'limiter'  to  be  installed 
on  premises  which  are  wired  for  not  more  than  seven  (7)  outlets,  and 
furthermore  proposes  to  collect  the  one  dollar  per  month  in  advance, 
for  the  service  to  be  rendered.  Lamp  renewals  in  accordance  with 
the  present  practice  of  the  company  toward  all  consumers,  are  to  be 
furnished  by  the  consumer. 

"The  petitioner  represents  that  the  device  probably  will  prove  to  be  a 
great  convenience  to  a  number  of  consumers  in  small  houses  and  that 
the  innovation  will  meet  with  the  same  success  that  has  been  en- 
countered elsewhere  in  the  United  States  and  in  Europe. 

"It  is  to  be  noted  that  the  proposed  'limiter',  Uke  the  Wright  maxi- 
mum-demand meter,  is  not  strictly  a  device  which  is  dependent 
primarily  upon  the  power  consumed,  but  is  inherently  dependent 
upon  the  current  flowing  in  the  circuit. 

"As  to  the  propriety  of  the  proposed  rate,  the  Commission,  at  this 
time,  is  making  no  finding.  The  said  one  dollar  per  month,  in  a 
strict  sense,  is  a  flat  rate;  but  the  'limiter'  places  this  rate  under 
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control  in  respect  to  the  maximum  demand,  of  which  the  uncon- 
trolled use  has  been  one  of  the  principal  objections,  from  a  central- 
station  point  of  view,  to  the  old  and  nearly  obsolete  flat  rates.  In 
the  cities  where  it  is  proposed  to  experiment  with  the  'limiter',  the 
present  electric  rates  are  based  on  a  maximum  demand  (active  load), 
with  a  metered  consmnption,  over  and  above  a  minimum  bill  of  about 
one  dollar  (SI. 00)  a  month.  It  appears  that  the  frugal  people,  living  in 
small  homes  and  possessed  of  only  seven  (7)  outlets,  who  may  take 
advantage  of  the  'luniter'  rate,  would  hardly  consume  more  energy, 
on  an  average,  than  would  be  represented  by  the  minimum  bill  of  the 
consumer  who  is  connected  through  a  standard  watt-hour  meter.  It 
is  to  be  admitted,  however,  that  the  flat  rate,  even  though  controlled 
by  a  'limiter',  may  be  subject  to  considerable  abuse.  Only  trial, 
experimentation,  data,  and  practical  experience  w^ll  disclose  the  facts 
of  actual  operation.  There  appear  to  be  sufficient  advantages, 
which,  in  the  opinion  of  this  Commission,  will  warrant  trial  instal- 
lations of  the  'limiter'  in  the  aforesaid  three  (3)  cities,  (Marion, 
Lawrenceville,  and  Robinson.)     .     .     . 

"The  petitioner  has  also  pointed  out  that  it  would  be  unfair  to  require 
service  extension  of  two  pole  lengths,  in  conformity  to  the  Com- 
mission's published  rules,  to  reach  the  premises  of  a  small  consumer 
who  may  request  connection  through  a  'limiter',  which  permits  of  a 
maximum  annual  revenue  of  only  Twelve  Dollars  ($12.00)  compared 
with  a  normal  annual  revenue  of  Eighteen  Dollars  ($18.00)  received 
from  an  average  consumer.  For  the  purposes  of  a  trial  installation 
in  each  of  the  said  Cities  of  Marion,  Lawrenceville,  and  Robinson, 
the  Commission  will  modify  Rule  31  (a)  of  its  Rules  Estabhshing 
Standards  of  Service  for  Gas  and  Electric  Utilities  to  infer  that  an 
extension  costing  approximately  two-thirds  (|)  of  the  cost  of  the 
standard  line  construction  in  two  (2)  normal  pole-spacings,  shall  be 
assumed  by  the  Company,  wherever  an  extension  is  required  to  be 
made  to  a  new  consumer  who  expressly  desires  the  'limiter'-rate, 
provided  that,  under  no  circumstance,  shall  such  a  waiving  of 
the  said  Rule  31  (a)  be  inferred  to  be  general  in  scope  or  a  precedence 
for  another  case." 

An  order  is  issued  in  accordance  with  the  opinion. 

NEW  YORK 

129 . 1 — Discrimination . 

Complaints  v.  South  Shore  Natural  Gas  and  Fuel  Company, 
Alleging  Discrimination  in  Rates  For  Natural  Gas.  Decision  of  the 
New  York  Public  Service  Commission,  (2  D),  Dismissing  the  Com- 
plaints, November  10,  1915. 

The  defendant's  rate  for  natural  gas,  as  fixed  by  franchise  in  the  village 
of  Westfield,  is  35  cents  net  per  thousand  cubic  feet,  while  the  net 
rate  in  the  adjoining  town  of  Mayville  is  50  cents.  The  complaints 
allege  that  this  difference  in  rates  is  discriminatory.     No  evidence  was 
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submitted  to  show  that  the  Westfield  rate  is  reasonable  or  that  the 
higher  rate  is  excessive,  and  the  Commission  says  it  is  obvious  that, 
without  proof  to  establish  undue  preference  on  the  one  hand  or 
unreasonable  prejudice  on  the  other,  the  Commission  is  powerless  to 
grant  the  relief  sought,  because  the  statute  does  not  prohibit  every 
advantage  or  disadvantage  which  may  exist  in  rates  and  service,  but 
only  such  as  are  found  to  be  undue  or  unreasonable  {Coxsackie  vs. 
Upper  Hudson  Electric  Co.,  3  P.  S.  C.  R.  359). 

"To  the  same  effect  is  the  recent  decision  of  this  Commission  in 
the  case  of  City  of  North  Tonawanda  vs.  Niagara  Light,  Heat  and 
Power  Co.,  made  February  25, 1915  (reported  in  7  Rate  Research  28). 
These  cases  uphold  the  principle  that  gas  and  electrical  companies 
are  not  prohibited  by  the  law  from  giving  a  preference  to  particular 
persons  or  a  certain  locality,  and  thus  discriminate  against  other 
persons  and  localities;  and  it  is  only  when  such  preference  is  undue 
or  unreasonable  and  the  discrimination  is  unjust,  that  the  Commission 
may  intervene  and  correct  such  practices.  This  must  be  determined 
by  the  facts  and  circumstances  of  each  case  as  they  may  be  presented, 
and  no  general  rule  can  be  stated  which  will  always  apply. 

"The  restrictive  rates  contained  in  the  Westfield  franchise  are  not 
voluntary  charges  made  by  the  company  in  the  exercise  of  the 
functions  as  a  public  utility,  but  are,  on  the  contrary,  the  arbitrary 
terms  imposed  by  the  Town,  perhaps  as  a  partial  compensation 
for  the  use  of  the  highways,  but  without  any  apparent  consideration 
of  the  value  of  the  service  involved,  and  a  rate  thus  fixed  can  not 
be  treated  as  a  standard  for  regulating  rates  for  service  elsewhere. 

"During  the  pendency  of  these  proceedings,  the  decisions  in  the 
so-called  commutation  cases  have  been  handed  down  (People  ex  rel. 
N.  Y.  C.  &  H.  R.  R.  R.  Co.  vs.  P.  S.  Commission,  215  N.  Y.  241, 
affirming  the  Supreme  Court,  in  159  A.  D.  546  [7  Rate  Research  366] ; 
People  ex  rel.  N.  Y.,  N.  H.  &  H.  R.  R.  Co.  vs.  P.  S  Commission, 
159  A.  D.  531,  since  affirmed  by  the  Court  of  Appeals,  without 
opinion),  and  also  the  unreported  decision  of  the  Appellate  Division 
Third  Department,  in  the  Dexter  Telephone  case,  opinion  by 
Mr.  Justice  Howard.  These  decisions  clearly  hold  that  the  Com- 
mission may  not  reduce  a  rate  upon  the  ground  that  it  is  excessive, 
except  upon  the  finding,  after  evidence  as  to  the  value  of  the  property 
used  in  the  public  service,  that  the  existing  rate  is  unreasonable, 
and  that  the  burden  of  proof  is  upon  the  consumer,  who  alleges 
that  a  rate  is  excessive." 

DISTRICT  OF  COLUMBIA 

223— Reports. 

In  the  Matter  of  the  Submission  of  Certain  Inform.\tion  by 
Electrical  Corporations.  Order  of  the  Public  Utilities  Com- 
mission OF  the  District  of  Columbia.     December  8,  1915. 

The  Commission  has  adopted  a  form  according  to  which  all  electric 
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utilities  operating  in  the  District  of  Columbia  are  to  make  and  file 
with  the  Commission  monthly  statements  of  the  number  of  customers 
billed,  the  number  of  kilowatt  hours  billed,  and  the  total  revenue  billed, 
under  each  schedule  of  rates,  and  a  statement  for  the  customers  paying 
a  minimum  charge. 

From  and  after  January  1,  1916,  the  companies  are  ordered  to  keep 
such  records  as  are  necessary  in  order  to  compile  the  required  informa- 
tion for  each  fiscal  month. 


NEBRASKA 

331 — Amount  of  Investment. 

Valparaiso  Telephone  Company,  Application  For  Authority  to 
Increase  Telephone  Rates.  Decision  of  the  Nebraska  State  Railway 
Commission,  Approving  Increase  in  Rates.     August  23, 1915. 

The  engineers  of  the  Commission  estimated  that  the  cost  of  reproduction 
new  of  the  property  is  $37,003.05  and  the  depreciated  value,  $30,073.06. 
The  present  outstanding  stock  of  the  company  is  $27,000  and  there  is  an 
indebtedness  of  $7,000.  The  company  was  started  in  1904  with  an 
original  capital  of  $13,000.  Testimony  was  offered  showing  that  this 
original  $13,000  of  stock  represented  an  actual  cash  investment  and  it 
was  granted  by  the  Commission  to  be  a  fact.  Subsequent  issues  of 
stock  were  divided  between  the  partners,  it  being  treated  as  a  stock 
dividend,  and  no  money  was  paid  for  it. 

"No  dividends  have  ever  been  declared  or  paid  by  the  company.  In 
arriving  at  the  amount  of  money  actually  invested  in  the  property  by 
the  stockholders,  therefore,  it  is  proper  to  compute  the  dividends  that 
should  have  been  paid  and  that  were  left  for  the  extension  and 
development  of  the  plant.     .     .     . 

"For  the  reason  that  there  is  no  record  of  the  results  of  operation  of 
the  company  prior  to  1906,  we  will  start  with  the  capital  outstanding 
at  that  time  to  ascertain  the  amount  of  the  investment  represented  by 
the  unpaid  dividends,  accepting  $13,000  as  a  reasonable  allowance 
for  the  actual  amount  of  money  sacrificed  by  the  owners.  Allowing 
7  per  cent  as  a  reasonable  rate  of  return,  and  increasing  the  invest- 
ment each  year  by  the  amount  of  the  dividends  for  the  previous  year, 
we  have  $10,890.93  as  the  sum  of  money  belonging  to  the  stock- 
holders upon  which  they  are  now  entitled  to  a  return.  Adding  to  the 
original  $13,000  this  amount  and  the  $2,000  of  stock  recently  issued 
and  paid  for,  we  have  $25,899.95,  which  represents  the  actual  money 
put  into  the  property  by  the  stockholders.  To  this  should  also  be 
added  the  $7,000  of  indebtedness  now  outstanding,  making  a  total 
capital  liability  of  $32,899.95." 

In  determining  proper  rates  allowance  is  made  for  dividends  of  7  per  cent 
on  $32,899.95. 
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SOUTH  DAKOTA 

360 — Depreciation. 

Webster  Telephone  Company,  Application  For  Authority  to  Increase 
Rates.  Decision  of  the  South  Dakota  Board  of  Railroad  Com- 
missioners, Fixing  Rates,  August  10,  1915. 

In  making  a  valuation  of  the  property  of  the  Webster  Telephone  Com- 
pany to  be  used  as  a  basis  in  determining  the  reasonableness  of  the 
proposed  increase  in  rates,  the  Commission  discusses  depreciation  as 
follows : 

"It  is  quite  clearly  established  by  the  late  authorities  that  in  the 
making  of  a  schedule  or  tariff  of  rates  to  be  charged  by  a  pubHc 
utility  there  must  be  an  annual  allowance  for  depreciation. 

"Beale  &  W.  Railroad  Rate  Regulation,  430  et  seq.;  Cumberland 
Teleph.  &  Teleg.  Co.  v.  Louisville,  187  Fed.  637,  655;  People  ex  rel 
Jamaica  Water  Supply  Co.  v.  State  Tax  Comrs.  196  N.  Y.  39,  57;  89 
N.  E.  581;  Pioneer  Teleph.  &  Teleg.  Co.  v.  Westenhaver,  29  Okla. 
429,  38  L.  R.  A.  (N.  S.)  1209,  118  Pac.  354;  San  Diego  Water  Co.  v. 
San  Diego,  118  Cal.  556,  38  L.  R.  A.  460,  62  Am.  St.  Rep.  261,  50 
Pac.  633;  Cedar  Rapids  Water  Co.  v.  Cedar  Rapids,  118  Iowa,  234, 
91  N.  W.  1081  (1090);  Knoxville  v.  Knoxville  Water  Co.  212  U.  S.  1, 
53,  L.  ed.  371,  29  Sup.  Ct.  Rep.  149;  1  Whitten,  Valuation  of  Public 
Service  Corp.  pages  402  et  seq.;  Foster,  Engineering  Valuation  of 
Public  Utilities  147  et  seq.;  Floy,  Valuation  of  Public  Utilities, 
pages  168  et  seq.;  Hayes,  Public  Utilities,  their  Cost  New  and 
Depreciation,  pages  133  et  seq. 

"In  Knoxville  v.  Knoxville  Water  Co.  212  U.  S.  1,  53  L.  ed.  371,  29 
Sup.  Ct.  Rep.  149,  the  United  States  Supreme  Court  considering 
the  question  of  depreciation,  said: 

"  *A  water  plant,  with  all  its  additions,  begins  to  depreciate  in  value 
from  the  moment  of  its  use.  Before  coming  to  the  question  of  profit 
at  all,  the  company  is  entitled  to  earn  a  sufficient  sum  annually  to 
provide  not  only  for  current  repairs,  but  for  making  good  the  depre- 
ciation and  replacing  the  parts  of  the  property  when  they  come  to 
the  end  of  their  life.  The  company  is  not  bound  to  see  its  property 
gradually  waste,  without  making  provision  out  of  earnings  for  its 
replacement.  It  is  entitled  to  see  that  from  earnings  the  value  of  the 
property  invested  is  kept  unimpaired,  so  that,  at  the  end  of  any 
given  term  of  years,  the  original  investment  remains  as  it  was  at  the 
beginning.  It  is  not  only  the  right  of  the  company  to  make  such 
provision,  but  it  is  its  duty  to  its  bond  and  stockholders,  and  in  the 
case  of  a  public  service  corporation,  at  least,  its  plain  duty  to  the 
public.  If  a  different  course  were  pursued  the  only  method  of 
providing  for  replacement  of  property  which  has  ceased  to  be  useful 
would  be  the  investment  of  new  capital  and  the  issue  of  new  bonds  or 
stocks.  This  course  would  lead  to  a  constantly  increasing  variance 
between  present  value  and  bond  and  stock  capitalization, — a  ten- 
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dency  which  would  inevitably  lead  to  disaster  either  to  the  stock- 
holders or  to  the  pubhc  or  both.  If,  however,  a  company  fails  to 
perform  this  plain  duty  and  to  exact  sufficient  returns  to  keep  the 
investment  unimpaired,  whether  this  is  the  result  of  unwarranted 
dividends  upon  overissues  of  securities,  or  of  omission  to  exact 
proper  prices  for  the  output,  the  fault  is  its  own.  When,  therefore, 
a  public  regulation  of  its  prices  comes  under  question,  the  true  value 
of  the  property  then  employed  for  the  purpose  of  earning  a  return 
cannot  be  enhanced  by  a  consideration  of  the  errors  in  management 
which  have  been  committed  in  the  past.' 

366 — Annual  Rate  of  Depreciation. 

"As  the  amount  set  aside  for  annual  reserves  for  depreciation,  as  well 
as  the  amount  which  shall  be  paid  as  a  return  on  the  value  of  the 
property  used  in  performing  the  service,  must  be  deducted  from 
revenues  and  paid  by  the  public  receiving  the  service,  the  question 
of  the  proper  determination  of  the  rate  of  depreciation  should  receive 
the  most  careful  consideration.  A  too  high  rate  of  depreciation, 
especially  in  those  cases  where  the  depreciation  reserve  may  be 
invested  in  additions,  betterments,  and  extensions,  will  conceal 
secret  reserves  or  secret  profits;  and,  conversely,  a  too  low  rate 
of  depreciation  may  result  in  a  partial  destruction  of  the  property. 
The  line  of  demarcation  between  depreciation  and  maintenance  is  not 
clear,  and  the  decision  as  to  what  constitutes  maintenance  and  what 
depreciation,  within  certain  prescribed  limits,  is  more  or  less  arbi- 
trary. A  high  order  of  maintenance  results  in  a  lower  depreciation, 
and  conversely  a  low  order  of  maintenance  results  in  a  higher  depre- 
ciation. 

"Depreciation  may  be  defined  as  the  lessened  money  value  caused  by 
physical  deterioration  or  lack  of  adaptation  to  function,  and  is 
occasioned  by  wear  and  tear  due  to  the  use  in  the  service  and  the  age 
of  the  instrumentality,  to  obsolescence  due  to  a  change  or  develop- 
ment in  the  art  requiring  new  and  improved  apparatus,  to  in- 
adequacy or  supersession  caused  by  the  growth  of  the  business  so  that 
the  old  instrumentality  is  no  longer  adequate  for  the  purpose  for  which 
it  was  intended,  and  must  be  superseded  or  replaced  by  a  larger  unit, 
and  deferred  maintenance  due  to  lack  or  neglect  of  repairs  necessary 
to  preserve  the  apparatus  in  proper  condition.  Different  rates  of 
depreciation  have  been  prescribed  by  this  Board,  by  other  Public 
Service  Commissions  and  the  courts,  and  range  from  5  to  20  per  cent 
of  the  original  cost  of  the  property  in  place. 

"The  rate  of  depreciation  must  be  determined  after  a  careful  inspec- 
tion of  the  property,  and  must  be  considered  in  connection  with  its 
use.  In  the  plant  in  question  we  have  what  is  commonly  known  as  a 
brick  fireproof  building.  For  such  a  building  various  rates  of 
depreciation  have  been  fixed,  ranging  from  1  to  2  per  cent.  The 
Federal  government  makes  an  allowance  of  one  to  one  and  one- 
quarter  per  cent  when  occupied  by  the  owner,  and  one  to  one  and  one- 
half  when  occupied  by  a  tenant.     .     .     . 
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"In  fixing  the  rate  of  depreciation  it  is  our  opinion  that  it  should  only 
be  computed  on  the  wearing  value;  in  other  words,  that  the  scrap 
value  or  salvage  value  of  the  different  units  should  be  deducted  from 
their  cost  in  place  and  the  amount  of  the  annual  reserve  for  depre- 
ciation fixed  by  dividing  the  wearing  value  by  the  number  of  years 
representing  the  life  of  the  plant. 

"In  this  case  this  has  been  done  and  the  mean  rate  of  depreciation 
obtained  by  dividing  the  total  amount  for  annual  reserves  for  depre- 
ciation by  the  value  of  the  plant,  which  gives  the  rate  of  5  plus,  so  that 
a  rate  of  6  per  cent  for  depreciation,  considering  the  character  of  this 
plant  and  the  scrap  value  of  its  component  parts,  will,  in  our  opinion, 
be  sufficient." 


WISCONSIN 


820 — State  Regulation  of  Municipal  Utilities. 

Village  of  Fennimore,  Application  For  Authority  to  Increase  Rates 
For  Electric  Service.  Decision  of  the  Wisconsin  Railroad  Commis- 
sion, Fixing  Rates.     November  24,  1915. 

The  village  of  Fennimore  applied  for  authority  to  increase  the  rates  of 
the  municipal  electric  utility.  A  complaint  was  also  filed  with  the 
Commission  signed  by  twenty-six  citizens  of  Fennimore  regarding 
rates  and  service  of  the  utility. 

226.2 — Extension  of  Service. 

The  complaints  regarding  service  refer  chiefly  to  the  rule  regarding 
extension  of  service.  The  municipal  utility  requires  customers  desiring 
service  to  pay  for  that  portion  of  the  line  from  their  premises  to  the 
existing  lines  of  the  utility.  The  Commission  points  out  that  the 
public  utihty  law  obligates  utilities  to  furnish  all  the  equipment  inci- 
dent to  supplying  of  service;  and  that,  as  a  matter  of  business  policy, 
it  also  seems  advisable  for  the  utility  to  own  all  the  equipment  it  uses. 
Formerly  the  applicant  extended  its  lines  to  the  premises  of  all  customers 
located  within  a  reasonable  distance.  The  change  in  this  policy  has 
been  a  cause  for  complaint.  According  to  the  rule,  it  seems  that  cus- 
tomers who  were  taken  on  after  an  extension  had  been  made  were  to 
bear  a  portion  of  the  cost  paid  by  the  first  customer,  but- no  records 
were  kept  and  it  was  impossible  to  make  such  adjustments.  The  Com- 
mission finds  that  the  present  practice  of  the  village  is  unreasonable. 

"This  is  substantiated  by  the  statutes  and  also  by  the  general  prac- 
tices of  utilities  throughout  the  State.  The  mere  fact  that  the  elec- 
tric utility  in  this  instance  happens  to  be  owned  and  operated  by  a 
municipality  does  not  alter  our  conclusions  in  this  respect.  Our 
holding  in  this  regard,  therefore,  is  that  the  utility  should  extend  its 
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electric  service  to  the  premises  of  the  customer,  but,  in  making  such 
an  extension,  it  would  seem  that  the  municipality  should  not  be 
required  to  set  more  than  two  poles  with  the  usual  spacing." 

351— Revenue. 

The  municipality  purchases  current  from  the  Lancaster  Light  and  Power 
Company.  The  amount  which  the  village  has  invested  in  the  electric 
utility  is  estimated  at  $12,000. 

In  taking  up  the  question  of  rates  the  Commission  provides  for  a  net 
revenue  sufficient  to  cover  interest  of  4|  per  cent  on  the  portion  of  the 
bonds  now  outstanding,  depreciation,  and  taxes. 

"In  addition  to  interest,  it  is  imperative  that  some  provision  should 
be  made  for  renewing  the  plant  when  it  becomes  worn  out.  In  other 
words,  some  reservation  should  be  made  out  of  revenues  to  take  care 
of  the  accrued  depreciation.  Up  to  the  present  time,  this  has  not 
been  done,  although  there  is  evidence  that  the  utility  will  need  some 
of  the  funds  which  should  have  been  accumulated  in  the  past.  In 
the  instant  case,  it  seems  that  at  least  4^%  on  $12,000  should  be  so 
provided  annually. 

"Taxes  to  an  amount  equal  to  what  the  utiUty  would  pay  if  it  were 
operated  by  private  persons  also  should  be  covered  by  the  annual 
revenue.  This,  as  has  been  stated  frequently  in  the  decisions  of 
this  Commission,  is  necessary  in  order  to  maintain  an  equitable 
relationship  between  the  consumers  of  the  utility  and  the  general  tax- 
payers.    In  this  instance,  1%  on  $12,000  has  been  so  included.   .    .    . 

"The  taxpayers  of  the  village  could,  as  a  matter  of  equity,  demand 
that  the  rates  should  be  high  enough  to  yield  a  reasonable  return  on 
the  entire  investment,  which  would  make  the  rates  considerably 
higher  than  we  have  fixed  them  in  this  proceeding;  but  as  no  such 
demand  has  been  made,  it  seems  inadvisable  to  increase  the  rates 
more  than  is  necessary  to  meet  the  costs  outlined  above." 

720— Rate  Schedules. 

"With  respect  to  the  village's  request  that  it  be  permitted  to  charge 
consumers  outside  of  the  village  a  higher  rate  than  those  living 
within  its  boundaries,  we  feel  that  the  village  is  justified  in  making 
such  a  request.  We  have  held  in  other  instances  that  such  practice 
under  similar  conditions  is  reasonable,  provided  the  rates  charged 
such  consumers  as  live  outside  of  the  village  limits  are  not  imreason- 
ably  high  when  considered  in  the  light  of  the  cost  of  the  service  and 
all  other  conditions  by  which  such  rates  should  be  affected." 

The  rates  inside  the  village  are  fixed  at  14  cents  gross  or  13  cents  net 
per  kilowatt-hour  for  the  first  15  kilowatt-hours  used  per  month  and 
12  cents  gross  or  11  cents  net  for  all  excess,  subject  to  a  minimum  charge 
of  75  cents  per  month  per  meter.  The  rates  outside  the  village  are  fixed 
at  one  cent  per  kilowatt-hour  higher  than  the  above  rates,  subject  to  a 
minimum  charge  of  $1.00  per  month,  per  meter. 
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PENNSYLVANIA 

132. — ^Protection  from  Competition. 

MiDVALLEY  Power  Company,  Application  For  Approval  of  its  Incor- 
poration To  Supply  Electric  Service  in  the  Township  of  Jenkins.  De- 
cision of  the  Pennsylvania  Public  Service  Commission,  Dismissing 
the  Application.     October  20,  1915. 

The  Mid  valley  Power  Company  applied  for  a  certificate  of  convenience 
and  necessity  evidencing  the  Commission's  approval  of  its  incorporation 
for  the  purpose  of  supplying  electric  energy  in  the  Township  of  Jenkins. 
The  Citizens  Electric  Illuminating  Company  filed  a  protest  alleging 
that  it  is  furnishing  adequate  service  in  the  township  and  that  the  ap- 
proval of  the  application  would  mean  the  duplication  of  facilities  in  a 
locality  where  only  one  company  can  subsist.  The  Commission  finds 
that  the  present  company  is  able  to  furnish  adequate  service  and  is 
financially  able  and  willing  to  install  additional  facilities  to  meet  any 
increase  in  the  demands  upon  the  plant  in  the  future,  and  that  there 
is  no  public  necessity  for  a  new  company.     The  decision  says: 

"When  an  existing  company  has  given  fair  and  adequate  service  to 
the  Township  for  a  long  period  of  years,  and  where  it  shows  its  willing- 
ness to  furnish  current,  both  for  lighting  and  power  at  the  same  rates 
at  which  the  proposed  company  offers  to  supply  current  and  where 
the  offer  of  the  existing  company  is  in  good  faith,  as  we  believe  it  to 
be  in  this  case,  we  do  not  see  the  advisability  of  permitting  the  pro- 
posed company  to  enter  the  territory  and  necessarily  cause  a  duplica- 
tion of  plant  and  facilities." 

The  application  is  dismissed. 


REFERENCES 

RATES 

550 — Lamp  Service. 

Free  Lamp  Renewal  Policy  of  Edison  Companies.  Electrical  World, 
December  11,  1915,  p.  1303,  1|  pages. 

The  recent  report  of  the  lamp  committee  of  the  Association  of  Edison  Illuminating 
Companies  is  discussed.  The  Committee  concludes  that  the  control  of  the  supply 
of  lamps  by  the  central  station  is  absolutely  essential  to  the  present  and  future 
good  of  the  service. 

580 — Terms  and  Conditions  of  Service. 

Montana  Public  Service  Commission,  Decision  Standardizing  Rules 

and  Regulations  Governing  Water  Service.     Effective  August  7,  1915. 

The  discussion  by  the  Commission  and  the  rules  prescribed  are  concerned  with 
such  matters  as  ownership  of  meters  and  service  pipes,  meter  rental,  meter  de- 
posits, penalties  for  non-payment,  shutting  off  service,  refusing  service  and  ex- 
tension of  mains. 
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PUBLIC  SERVICE  REGULATION 

252 — Commission  Annual  Reports. 

Report  of  the  New  Hampshire  Public  Service  Commission,,  For 
the  Two  Years  Ending  August  31,  1914,  Volume  IV,  672  pages. 
The  report  contains  an  account  of  the  work  undertaken  by  the  Commission,  and 
statistics  of  the  companies  under  its  jurisdiction.  The  reports  of  electric  and 
gas  utilities  for  the  year  ending  June  30,  1914,  are  given  (p.  288).  The  decisions 
of  the  Commission  ar  -  published  separately  and  the  volume  for  the  year  1914 
was  noted  in  7  Rate  Research  223. 

GENERAL 

750 — Comparative  Company  Data. 

Use  of  Electricity  in  North  American  Cities.  Engineering  News, 
December  9,  1915,  p.  1117. 

A  table  is  presented  showing  the  per-capita  consumption  of  electric  power  in 
Winnipeg  as  compared  with  other  large  cities  in  Canada  and  the  United  States. 
The  table  was  prepared  by  H.  E.  M.  Kensit,  of  the  Dominion  Water  Power  Branch, 
in  connection  with  a  study  of  power  questions  in  Western  Canada.  The  con- 
sumption per  capita  in  Winnipeg  is  high  due  to  the  low  cost  of  electricity  and  the 
high  cost  of  coal  and  gas. 

900-^eneral. 

Official  Proceedings  of  the  Western  States  Water  Power  Conference, 
Portland,  Oregon.     September  21-23,  1915.     279  pages. 

The  addresses  delivered  before  the  Conference  are  given  in  the  printed  report 
of  proceedings,  as  follows:  Developed  Water  Power — Ideal  Conservation,  by 
Clyde  C.  Dawson;  State  0\\Tiership  of  Water,  by  Samuel  H.  Piles:  The  National 
Forests  and  Water  Power,  by  Henry  S.  Graves;  Water  Power  Development  on  the 
National  Forests,  and  Proposed  New  Legislation,  by  O.  C.  Merrill;  Discussion 
of  Terms  of  a  Federal  Water  Power  Franchise,  by  John  H.  Roemer;  Water  Power 
and  its  Relation  to  National  Development,  by  J.  C.  Ralston;  Federal  Tax  on 
Water  Powers,  by  Reed  Smoot;  Water  Power  Development,  Statement  on  behalf  of 
water  power  committee;  Why  Financing  Power  Development  is  Not  Practicable 
Where  Government  Land  is  Involved,  by  S.  Z.  Mitchell;  The  Necessity  of  Water 
Power  Development,  by  Henry  J.  Pierce;  and  Constitutional  Aspects  of  the  Ferris 
Bill,  by  Frank  H.  Short. 

910 — Promotion  and  Growth  of  Business. 

Value  of  the  Domestic-Appliance  Load  to  the  Central  Station. 
Electrical  Renew  and  Western  Electrician,  December  11,  1915,  p.  1062, 
2  pages. 

A  paper  on  "Electric  Heating  Devices,"  by  W.  M.  Stearns  of  Pittsfield,  Mass., 
presented  before  a  recent  convention  of  Southern  central-station  men,  is  discussed. 
Information  is  given  showing  the  value  of  the  domestic-appliance  load  as  a  source 
of  increased  revenue  for  the  central-station  company. 

980— Public  Relations. 

Diplomacy  in  Collecting  Water  Bills  at  Terre  Haute,  Indiana. 

Engineering  and  Contracting,  December  8,  1915.     p.  444.     1|  pages. 

The  practice  of  the  Terre  Haute  Water  Works  Company  in  making  collections 
from  its  customers  is  discussed  and  a  number  of  form  letters  used  by  the  company 
in  making  collections  are  given.  The  manner  of  making  collections  is  recognized 
as  an  important  factor  in  the  problem  of  maintaining  proper  relations  with  the 
public. 
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COURT  DECISION  REFERENCES 

112.5— Ordinance  Rates. 

San  Francisco-Oakland  Terminal  Rys.  v.  City  of  Alameda  et  al. 
Decision  of  the  District  Court  N.  D.  California,  S.  D.,  June  8, 1914. 
226  Federal  889. 

Action  is  taken  to  have  annulled  an  ordinance  of  the  defendant  municipality  fixing 
rates  of  fare  to  be  charged  school  children  lower  than  those  charged  the  general 
public,  upon  the  ground:  First,  that  its  eflfect  is  to  impair  the  obligation  of  con- 
tracts existing  between  plaintiff  and  the  city  under  ordinances  previously  in  effect; 
and,  second,  that  it  is  imlawfully  discriminating. 

On  the  first  point  the  court  finds  that  the  case  is  ruled  by  the  principles  announced 
in  Home  Telephone  Co.  v.  Los  Angeles,  211  U.  S.  265,  29  Sup.  Ct.  50,  53  L.  Ed. 
176,  and  the  cases  there  cited. 

"It  is  there  held  and  reiterated  from  previous  decisions  that,  while  the  state 
may  authorize  a  municipal  corporation  to  bind  itself  and  'establish  by  an  in- 
violable contract  the  rates  to  be  charged  by  a  public  service  corporation' 
within  certain  limitations,  as  such  a  contract  'has  the  effect  of  extinguishing 
■pro  tanto  an  imdoubted  power  of  government,  both  its  existence  and  the  author- 
ity to  make  it  must  clearly  and  unmistakably  appear,  and  all  doubt  must  be 
resolved  in  favor  of  the  continuance  of  the  power' ;  that  'the  surrender  by  con- 
tract of  a  power  of  government,  though  in  certain  well-defined  cases  it  may  be 
made  by  legislative  authority,  is  a  very  grave  act.  and  the  surrender  itself,  as 
well  as  the  authority  to  make  it,  must  be  closely  scrutinized';  that  'the  gen- 
eral powers  of  a  municipality,  or  of  any  other  political  subdivision  of  the  state, 
are  not  sufficient;  specific  authority  for  that  purpose  is  required';  in  other 
words,  that  neither  the  existence  of  the  contract  nor  the  power  to  make  it 
is  to  be  deduced  by  means  of  refined  construction  of  terms  or  shadowy  impli- 
cation from  general  language,  but  must  appear  from  the  plain  and  unequivocal 
expression  of  such  purpose. 

"Tested  by  these  principles,  the  bill  in  my  judgment  fails  to  disclose  a  case  in 
which  the  defendant  city  had  the  power,  at  the  time  of  the  adoption  of  any  of 
the  ordinances  here  involved,  to  conclude  itself  by  contract  from  exercising 
its  rate-fixing  power  by  lowering  the  rates  fixed  by  such  ordinances,  even  if 
their  language  can  be  construed  as  evidencing  any  such  purpose.     .     .     . 

"No  attempt  is  made  by  plaintiff  to  point  out  in  any  general  statute  governing 
its  powers  or  in  its  charter  any  specific  grant  of  authority  to  the  city  to  con- 
tract away,  even  for  a  limited  time,  the  governmental  power  of  rate  regulation; 
but  the  argument  is  that  such  authority  is  to  be  implied  from  the  powers  ex- 
pressly conferred,  and  the  want  of  any  express  reservation  against  the  right 
to  contract,  as  to  such  rates.  But  it  will  be  readily  seen  that,  within  the 
limitations  of  the  above-stated  principles,  no  such  implication  can  be  predicated 
of  the  language  employed  by  the  legislature  in  any  expression  it  has  given 
upon  the  subject." 

129.1— Discrimination. 

On  the  second  point  the  court  says  that  if  there  be  anything  in  the  objections  to 
the  ordinance  based  on  discrimination,  it  does  not  lie  with  the  plaintiff  to  in- 
voke it. 

"It  is  not  claimed  that  the  ordinance  is  discriminatory  as  to  plaintiff." 
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RATES 

THE  CLEVELAND  ELECTRIC  ILLUMINATING  COMPANY 

720— Rate  Schedules. 

The  Cleveland  Electric  Illuminating  Company,  Cleveland,  Ohio. 
Pop.  560,663).    Changes  in  Rate  Schedules. 

The  following  rates  for  residence  lighting  were  made  effective  as  of 
December  1,  1915. 

RESIDENCE  LIGHTING. 

Rate. 

10  cents  per  kilowatt-hour  for  the  first  36  hours'  use  per  month  of  the  kilowatt 
demand. 

5  cents  per  kilowatt-hour  for  all  excess  use. 

Determination  of  Demand. 

The  kilowatt  demand  shall  be  determined  as  follows: 

A  count  shall  be  made  of  the  total  number  of  outlets  in  the  fixtures  and  of  the 
total  number  of  receptacles  in  the  following  parts  of  the  residence:  front  halls, 
main  stairways,  library,  den,  sitting  room,  music  room,  conservatory, 
reception  room,  dining  room,  sewing  room,  children's  room,  bedrooms  and 
kitchen. 

All  such  outlets  and  all  receptacles  in  excess  of  one  per  room,  shall  be  rated 
at  17  watts  of  demand  each,  but  in  no  case  shall  such  demand  be  taken  as  less 
than  140  watts. 

Fans,  heating  and  cooking  appliances,  charging  sets  and  motors  for  domestic 
purposes  will  not  be  rated. 

Outlets  and  receptacles  located  in  the  following  parts  of  a  residence  do  not 
affect  the  rating:  vestibule,  porch,  closets,  bathrooms  or  lavatories,  dressing 
rooms,  attic,  basement,  pantries,  summer  kitchen,  servants'  room,  back  halls, 
back  stairways,  ball  room,  barn  or  yard. 

Mini'TmiTTi  Charge. 

$1.00  per  month  per  meter. 

Editorial  Note — ^All  indented  matter  is  direct  quotation. 
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Certain  rate  schedules  of  the  Cleveland  Company,  effective  June  29, 
1914,  were  reported  in  5  Rate  Research  227.  Reductions  in  those 
rates  are  noted,  and  additional  rates  are  given  in  the  following  sched- 
ules, effective  July,  1915. 

RESIDENCE  WITH  ELECTRIC  COOKING  RANGE. 
Rate. 

10  cents  per  kilowatt  hour  for  the  first  thirty-six  hours'  use  per  month  of  the 

kilowatt  demand. 
5  cents  per  kilowatt  hour  for  the  next  eighty-four  hours'  use  per  month  of  the 

kilowatt  demand. 
3  cents  per  kilowatt  hour  for  all  current  used  in  excess  of  one  hundred  and 

twenty  hours'  use. 

The  consumer  agrees  to  attach  as  a  fixture  to  the  lighting  meter  an  electric  cooking 
range  designed  to  use  an  amount  of  current  equal  to  at  least  4  hours  daily  use  of 
its  kilowatt  capacity,  and  further  agrees  that  if  in  any  month  such  use  is  not 
made,  the  3  cent  rate  shall  not  apply  to  any  current  used  through  said  meter. 


COMMERCIAL  LIGHTING. 

The  rate  under  the  Commercial  Schedule,  which  was  given  in  5  Rate 
Research  227  as  "Retail  Light  and  Power,"  has  been  reduced  to  the 
following : 
Rate. 

10  cents  per  kilowatt-hour  for  the  first  30  hours'  use  of  the  demand. 
2J  cents  per  kilowatt-hour  for  all  excess. 

(For  the  complete  schedule  see  5  Rate  Research  227.) 

COMMERCIAL  SCHEDULE. 
In  excess  of  5  kilowatt  demand. 

This  schedule  was  reported  in  5  Rate  Research  228  in  which  the  fol- 
lowing reduced  rates  should  be  noted : 

Rate. 

Demand  Charge. 

$1.80  per  kilowatt  per  month  for  the  first  50  kilowatts  of  demand. 
1.00  per  kilowatt  per  month  for  all  excess,  plus  an 

Energy  Charge  of 

2  cents  per  kilowatt-hour  for  the  first  2,500  kilowatt-hours  consumed  per 

month. 
.8  cent  per  kilowatt-hour  for  the  next  35,000  kilowatt-hours  consumed  per 

month. 
.5  cent  per  kilowatt-hour  for  the  next  310,000  kilowatt-hours  consumed  per 

month. 
.4  cent  per  kilowatt-hour  for  all  excess  over  347,500  kilowatt-hours  consumed 

per  month. 

Maximum  Rate. 

10  cents  per  kilowatt-hour  for  all  current  consumed. 

If  the  kilowatt  demand  in  any  month  is  less  than  5  kilowatts  the  demand  rate  in 
such  month  shall  be  S2.25  per  kilowatt  per  month  and  the  energy  rate  shall  be 
2?  cents  per  unit. 
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If  the  kilowatt  demand  in  any  month  is  5  kilowatts  or  more,  but  the  total  number 
of  units  used  in  such  month  is  less  than  90  hours'  use  of  such  demand,  the  demand 
rate  for  such  month  shall  be  $2.25  per  kilowatt  per  month,  and  the  energy  rate 
shall  be  2^  cents  per  unit,  but  the  total  bill  for  such  month  shall  not  exceed  90 
hours'  use  of  such  demand  at  the  regular  demand  and  energy  rates  above  specified. 

POWER  RATE. 

Rate. 

6j  cents  per  kilowatt-hour  for  all  current  consumed. 

Minimum  Charge. 

$1.25  per  month  for  each  kilowatt,  or  fraction  thereof,  connected. 

EMERGENCY  SERVICE. 

Rate. 

f 

Service  Charge. 

$36.00  annually  for  each  kilowatt  of  demand  contracted  for,  in  monthly  install- 
ments of  $3.00  per  month  for  each  kilowatt  of  demand.  Within  this  service 
charge  electric  current  may  be  consumed  during  any  period  of  the  year  at  the 
rate  for  energy  consumed  without  additional  cost. 

Energy  Charge. 

10  cents  per  kilowatt-hour. 

Terms  and  Conditions. 

The  consumer  agrees  to  pay  for  the  service  connection  and  all  installation 
expenses  from  the  lines  of  the  Company  to  his  point  of  connection;  to  pay  for 
any  increase  in  the  lines  of  the  Company  made  necessary  by  his  demand;  and 
to  furnish  and  install  at  his  own  expense  an  automatic  circuit  interrupting 
device  of  such  make  and  kind  as  approved  by  the  Company,  which  shall  be 
imder  the  control  of  the  Company  and  shall  be  adjusted  to  open  the  circuit 
when  the  load  exceeds  the  kilowatt  demand  contracted  for. 

Term  of  Contract. 

The  term  of  service  shall  be  one  year  from  the  time  of  installation  and  shall 
continue  for  yearly  periods  thereafter,  unless  terminated  by  written  notice 
within  10  days  of  the  expiration  of  any  period. 

COMMISSION  DECISIONS 

NEW  JERSEY 

300^ — Investment  and  Return. 

Trenton  &  Mercer  County  Traction  Corporation,  Application  For 
Authority  to  Discontinue  Sale  of  Six  Tickets  For  a  Quarter.  Decision 
of  the  New  Jersey  Board  of  Public  Utility  Commissioners,  Dis- 
missing the  AppUcation.     December  14,  1915. 

The  company  announced  its  intention  to  discontinue  the  sale  of  six 
tickets  for  a  quarter,  and  stated  that,  owing  to  decreased  revenue  and 
increased  cost  of  operation,  the  company  would  exact  the  five  cent  fare 
for  carrying  each  passenger  over  five  years  of  age,  which  is  the  rate 
permitted  by  the  charters  and  ordinances  under  which  it  operates. 
The  Board  held  that  the  proposed  change  would  result  in  an  increase 
in  rates,  and  suspended  the  matter  for  formal  investigation. 


182  8         Rate     Research 


224.5 — Rates  Fixed  by  Contract. 

The  company  contended  that  the  Board  was  without  jurisdiction  to 
inquire  into  the  justice  and  reasonableness  of  the  proposed  change  for 
the  reason  that  the  ordinances  passed  by  the  city  of  Trenton  under 
which  the  company  operates  constitute  inviolable  contracts  by  which 
the  rate  of  fare  for  each  passenger  over  five  years  of  age  is  fixed  at  five 
cents.     The  Board  says: 

''We  have  examined  the  acts  of  incorporation  and  ordinances  upon 
which  this  claim  is  based.  In  our  judgment,  they  do  not  support  such 
claim,  nor  do  they  preclude  us  from  the  exercise  of  the  jurisdiction 
conferred  by  the  act  creating  this  Board  and  defining  its  powers." 

310— Valuation. 

The  B^ard  fixed  the  value  of  this  property,  as  of  September  30,  1915,  at 
$2,905,500  from  which  was  deducted  $220,000  for  accrued  depreciation. 

314— Overhead  Charges. 
The  Board  says : 

"For  overhead  charges  we  consider  the  allowance  of  15  per  cent, 
sufficient  to  cover  engineering,  errors  and  omissions,  contingencies, 
and  interest  during  construction,  considering  the  piece-meal  manner 
in  which  a  number  of  these  roads  and  extensions  were  constructed. 
Calculated  upon  the  items  subject  to  such  charges,  we  obtain  the 
amount  of  $324,000  which  will  be  included. 

"We  allow  for  organization  expenses  at  2^  per  cent,  upon  bare 
structural  cost,  which  for  this  purpose  will  be  assumed  to  be 
$2,500,000,  $62,500. 

"In  view  of  all  of  the  circumstances  in  this  case,  we  allow  for  con- 
tractor's profit,  the  sum  of  $140,000.  We  regard  this  sum  as  liberal 
in  any  circumstances.     .     .     . 

316.1— Going  Value. 

"There  is  no  proof  in  the  record  of  development  cost;  nor  is  there 
proof  of  inadequacy  of  a  fair  return  at  any  time  upon  fair  value.  No 
allowance  on  account  of  development  costs  or  past  inadequacy  of  fair 
return  can  be  made. 

"Throughout  this  valuation  in  the  allowances  made,  full  consider- 
ation has  been  given  to  the  fact  that  the  property  valued  was  a 
harmonious  operating  system — a  going  concern — in  successful 
operation." 

362 — Accrued  Depreciation. 

"The  deduction  made  for  accrued  depreciation  is  based  upon  actual 
depreciation  ascertained  upon  inspection,  and  not  upon  theoretical 
depreciation." 

340— Rate  of  Return. 

The  present  value  of  the  physical  property  plus  the  allowances  for  over- 
head charges,  organization  expenses,  and  contractor's  profit  as  shown 
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above  amounts  to  $3,212,000.  Based  upon  this  value,  the  company  has 
earned  during  the  past  four  years  a  net  revenue  of  9.4  per  cent.  It 
appeared  that  the  property  had  not  been  mamtained  in  a  first  class 
manner,  and  the  Board  stated  that  possibly  a  larger  amount  should  be 
set  aside  for  depreciation.  With  the  depreciation  allowance  increased 
from  $70,000  to  $135,000  the  net  return  would  be  approximately  7.37 
per  cent. 

Under  the  facts  shown  the  Board  does  not  approve  of  the  change  in  rates 
and  the  application  is  dismissed. 

CALIFORNIA 

129 . 1 — Discrimination . 

BowKER  V.  United  Light,  Fuel  and  Power  Company,  Alleging  Dis- 
crimination in  Electric  Rates.  Decision  of  the  California  Rail- 
road Commission,  Dismissing  the  Complaint.    November  9,  1915. 

The  complaint  alleged  thao  the  rate  charged  for  electric  energy  supplied 
by  the  United  Light,  Fuel  and  Power  Company  in  the  City  of  Coronado, 
is  discriminatory.  The  charge  of  discrimmation  is  based  on  the  fact 
that  the  Consolidated  Gas  and  Electric  Company  charges  a  lesser  rate 
for  electric  energy  supplied  in  the  City  of  San  Diego  than  is  charged 
by  the  defendant  in  Coronado. 

The  Commission  says: 

"The  defendant  company  has  objected  to  the  sufficiency  of  the  com- 
plaint on  the  ground  that  the  complauit  does  not  state  a  cause  of 
action.  We  believe  that  this  objection  is  well  taken.  Obviously, 
it  is  impossible  to  show  that  one  utility  is  discriminating  because 
another  utility  is  supplying  the  same  commodity  at  a  different  rate 
in  another  community." 

The  complaint  is  dismissed  without  further  discussion. 


PENNSYLVANIA 

132 — Protection  from  Competition. 

White  Oak  Light,  Heat  and  Power  Company  v.  Borough  of  Ben- 
son, Protesting  Against  the  Construction  of  a  Municipal  Electric 
Light  Plant.  Decision  of  the  Pennsylvania  Public  Service  Com- 
mission, Passing  Upon  the  Right  of  a  Municipality  to  Furnish  Electric 
Service  in  Competition  with  a  Private  Plant.     September  24,  1915. 

The  Borough  of  Benson  did  not  renew  its  contract  with  the  White  Oak 
Company  for  the  supply  of  current  for  municipal  purposes,  but  entered 
into  a  contract  with  the  Penn  Electric  Service  Company  for  electric 
current  to  be  used  in  lighting  the  streets  and  in  furnishing  service  to 
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private  consumers.  The  Borough  proceeded  to  install  facilities  for  the 
distribution  of  this  current.  The  complaint  of  the  White  Oak  Com- 
pany filed  with  the  Commission  raises  the  question  of  the  right  of  the 
municipality  to  furnish  service  where  a  private  plant  is  already  estab- 
lished. 

The  Commission  held  that  the  Borough  of  Benson,  under  the  circum- 
stances in  this  case,  should  not  be  authorized  to  acquire  or  construct  a 
plant  for  furnishing  electricity  to  the  public  unless  it  should  acquire  the 
plant  of  the  existing  company;  but  that  the  approval  of  the  Commission 
to  the  construction  by  the  Borough  of  a  plant  for  furnishing  street 
lighting  was  not  necessary. 


CALIFORNIA 

226.2 — Extension  of  Service. 

City  of  San  Jose  v.  Pacific  Gas  and  Electric  Company,  Asking  That 
the  Company  be  Required  to  Extend  Gas  Mains.  Decision  of  the 
California  Railroad  Commission,  Directing  That  the  Extension  Be 
Made.     November  11,  1915. 

The  company  was  asked  to  extend  its  gas  mains  along  certain  streets 
which  it  is  the  intention  of  the  City  to  pave.  The  company  refused  to 
make  the  extension,  alleging  that  the  required  investment  would  be 
$4,838,  and  the  revenue  would  not  exceed  $360  per  annum. 

At  present  there  are  forty  houses  along  the  proposed  extension.  At  the 
hearing  it  was  brought  out  that  the  company  serves  on  an  average,  75  per 
cent  of  the  houses  along  any  street  where  gas  mains  are  located.  The 
Commission  assumed  that  twenty-five  consumers  would  be  obtained, 
affording  a  possible  revenue  of  $400  per  annum. 

"From  the  evidence  ...  it  appears  that  the  operating  expenses 
of  the  defendant  company,  including  maintenance  and  taxes  for  San 
Jose  district,  are  approximately  61  per  cent  of  the  gross  revenue. 
Applying  the  above  ratio  of  expense  to  the  anticipated  revenue  to  be 
derived  from  the  proposed  extension  there  would  be  an  amount 
equal  to  $156.00  per  annum  to  cover  interest  and  depreciation. 
Strictly  speaking,  this  amount  should  be  apportioned  over  the 
distributing  and  generating  capital,  out  of  which  approximately  27 
per  cent  is  generating  capital,  leaving  73  per  cent  to  cover  fixed 
charges  on  this  distribution  investment.  Capitalizing  the  result  at 
10  per  cent,  the  total  revenue  would  justify  an  investmeilt  of  approx- 
imately $1,140.00  in  distributing  system." 

The  company's  estimate  of  $4,838  as  the  cost  of  the  extension  called  for 
the  installation  of  a  6-inch  main.  It  appeared  that  the  present  consum- 
ers could  be  served  from  a  4-inch  or  a  3-inch  main.  The  Commission's 
engineers  estimated  that  the  cost  of  a  4-inch  main  would  be  $2,367,  and 
stated  that  only  60  per  cent  of  this  cost  or  $1,554.20  should  be  charged 
to  present  consumers  "the  remainder  of  the  cost  to  be  charged  to 
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additional  consumers  to  be  obtained  along  these  extensions  and  to  the 
improvement  of  the  entire  distributing  system  of  the  defendant  com- 
pany." 

The  Commission  says: 

"On  the  assumption  that  the  present  applicants  should  bear  the 
entire  cost  of  a  4-inch  main,  which  is  admittedly  larger  than  is 
necessary  to  serve  their  needs,  it  appears  that  there  will  be  an  invest- 
ment of  $1,217.00  upon  which  no  amount  will  be  earned  to  cover 
interest  and  depreciation.  On  the  Commission's  engineers'  theory 
that  only  60  per  cent  of  the  cost  be  charged  to  the  present  consumers 
there  would  be  an  investment  of  $414.00  upon  which  no  such  return 
will  be  made.  Assuming  an  interest  and  depreciation  charge  of  10 
per  cent  per  annum,  the  deficit  on  the  local  investment  would  be 
$121.70  on  the  first  basis  and  $41.40  upon  the  theory  that  charges 
to  the  present  consumers  60  per  cent  of  the  cost  of  installing  the  4-inch 
main." 

It  was  pointed  out,  however,  that  it  would  cost  more  to  make  the  exten- 
sion after  the  paving  was  laid,  and  that  by  installing  the  pipes  at  the 
present  time  a  saving  of  approximately  $1,700  would  be  made. 

The  Commission  says: 

"This  saving  seems  sufficient  to  justify  the  investment  being  made  at 
the  present  time,  especially  when  it  is  considered  that  there  is  con- 
siderable probability  of  growth  of  business  in  the  territory,  that  the 
defendant  has  a  monopoly  of  the  gas  business  in  the  city  of  San  Jose 
and  has  a  constitutional  franchise  to  extend  its  gas  mains  on  all 
streets.  This  privilege,  as  stated  in  previous  decisions  of  the  Com- 
mission, should  carry  the  obligation  to  serve  the  consumers,  although 
the  local  investment  in  specific  extensions  or  localities  does  not  appear 
in  itself  remunerative." 

The  Company  is  directed  to  make  the  extension  within  a  reasonable 
time. 


CALIFORNIA 

221.1 — Issue  of  Stocks  and  Bonds. 

Application  of  H.  Clay  Needham,  for  Authority  to  Mortgage  The 
Water  System  Owned  by  Him.  Decision  of  the  California  Rail- 
road Commission  denying  the  Application.     November  11,  1915. 

The  applicant  asked  the  Commission  for  authority  to  issue  a  note 
secured  by  a  mortgage  upon  the  water  system  which  he  owns  and  oper- 
ates in  Newhall.  The  note  was  to  be  issued  for  the  purpose  of  dis- 
charging indebtedness  not  in  any  way  connected  with  the  public  utility 
undertaking. 
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"The  act  does  not  permit  this  Commission  to  authorize  the  encum- 
brance of  public  utility  property  used  and  useful  for  serving  the 
public,  to  secure  the  payment  of  a  private  individual  debt  of  the 
owner  of  such  property  incurred  for  other  purposes  than  those  of 
the  utility.  The  act  authorizes  the  encumbrance  of  such  a  property 
only  for  specific  purposes  connected  with  the  functions  and  activities 
of  such  properties  when  used  in  the  public  service. 

"The  obligation  proposed  is  not  that  of  the  utility.  The  present 
indebtedness  was  not  incurred  for  its  benefit  or  in  connection  with 
its  acquisition,  construction,  extension  or  completion,  nor  for  the 
improvement  or  maintenance  of  its  service.  It  is  only  for  purposes 
such  as  these  that  notes  and  securities  may  be  authorized.  It  is 
such  obligations  of  which  we  may  under  the  act  authorize  the  dis- 
charge or  refunding." 

The  application  is  dismissed. 


COURT  DECISIONS 

NEW  JERSEY 

224.5 — Rates  Fixed  by  Contract. 

Borough  of  North  Wildwood  et  al  v.  Board  of  Public  Utility 
Commissioners  et  al.  Decision  of  the  Supreme  Court  of  New  Jer- 
sey.   Nov.  3,  1915.    95  Atlantic  749. 

The  action  was  brought  by  the  borough  of  North  Wildwood  to  set  aside 
an  order  of  the  New  Jersey  Board  of  Public  Utility  Commissioners  fix- 
ing rates  for  water  service  of  the  Wildwood  Waterworks  Company. 
The  rates  established  by  the  Board  are  challenged  on  the  sole  ground 
that  there  already  existed  a  contract  between  the  municipality  and  the 
water  company  which  could  not  be  abrogated  or  altered  by  any  action 
of  the  Board  without  the  consent  of  both  the  contracting  parties. 

The  court  says: 

"While  the  municipality  itself  has  not  assented  to  a  change  in  rate, 
the  state,  its  creator  and  parent,  has  done  so  through  a  specially 
constituted  agency.  If  the  water  company  were  here  complaining  that 
its  contract  rights  were  being  impaired,  a  different  question  would  be 
presented;  but  the  contract  right  of  one  of  the  state's  creatures  may 
be  waived  by  the  creator.  As  was  said  in  Cortelyou  v.  Anderson,  73 
N.  J.  Law,  427,  431,  63  Atl.  1095,  1097: 

"  'The  constitutional  limitations  which  prevent  the  Legislature  from 
impairing  the  obligation  of  a  contract  do  not  debar  it  from  annulling 
obligations  due  to  the  public'  " 
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Other  cases  in  point  cited  by  the  Court  are  Public  Service  Railway 
Co.  V.  Utility  Commissioners,  85  N.  J.  Law,  123,  88  Atl.  818;  Id., 
86  N.  J.  Law,  696,  92  Atl.  1087,  PhiUipsburg  v.  Utility  Commissioners, 
85  N.  J.  Law,  141,  88  Atl.  1096,  and  Public  Service  Electric  Co.  v. 
Same,  93  Atl.  707. 

The  Court  concludes  that  the  Board  acted  within  the  jurisdiction  con- 
ferred upon  it,  in  raising  the  rate  against  the  objection  of  the  Borough, 
and  "  as  the  rate  fixed  by  it  does  not  appear  to  be  unjust  or  unreason- 
ably high"  the  order  is  afl&rmed. 

NEW  YORK 

129.3— Refusal  of  Service. 

TisMER  V.  The  New  York  Edison  Company,  Decision  of  the  New 
York  Supreme  Court,  Appellate  Division,  First  Department,  No- 
vember, 1915. 

The  defendant  company  appealed  from  an  order  of  the  Court  under  which 
the  plaintiff  recovered  a  large  sum  of  money  for  penalties  for  defend- 
ant's refusal  to  furnish  electric  current  on  demand. 

''The  Act  under  which  the  penalties  are  claimed  is  Section  62  of  the 
Transportation  Corporations  Law  (Laws  1909,  Chap.  219,  being 
Chapter  63  of  the  Consolidated  Laws).  That  section  provides  that 
gas  and  electric  light  must  be  furnished,  upon  application,  to  the 
owner  or  occupant  of  any  building  within  one  hundred  feet  of  any  gas 
main  or  electric  trunk  line,  and  that  upon  refusal  so  to  do  a  penalty 
shall  be  incurred  in  the  sum  of  ten  dollars  and  the  further  sum  of 
five  dollars  for  every  day  during  which  such  refusal  or  neglect  shall 
continue." 

In  1908  the  plaintiff  made  a  written  application  to  the  company  on  its 
regular  application  blank  for  electrical  service  to  his  office.  The 
blank  contains  a  clause  to  the  effect  that  the  company  shall  not  be 
required  to  supply  current  thereunder  until  the  equipment  shall  have 
been  approved  by  the  constituted  authorities  and  by  the  company. 

The  plaintiff's  installation  had  been  inspected,  the  City  Department  of 
Water  Supply,  Gas  and  Electricity  had  issued  its  certificate  of  approval, 
and  the  Board  of  Fire  Underwriters  had  notified  the  plaintiff  by  letter 
that  its  certificate  would  be  forwarded  on  payment  of  two  dollars 
and  fifty  cents.  The  certificate  and  the  letter  were  mailed  to  the  com- 
pany. A  meter  was  installed  on  the  premises  and  service  was  connected. 
Later,  however,  the  service  was  cut  off  for  the  reason  that  the  plaintiff 
had  never  obtained  the  certificate  of  approval  from  the  Board  of  Fire 
Underwriters,  which  the  defendant  company  insisted  upon  as  a  condition 
of  continuing  service. 

The  lower  court  directed  a  verdict  in  favor  of  the  plaintiff,  and  excluded 
from  consideration  all  question  as  to  whether  or  not  the  company's 
requirement  that  the  plaintiff  obtain  a  certificate  from  the  New  York 
Board  of  Fire  Underwriters  was  reasonable  and  proper. 
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Upon  appeal  the  Court  finds  that  the  exclusion  of  the  question  of 
reasonableness  was  erroneous. 

"It  is  true  that  the  Statute  creating  penalties,  if  read  literally, 
makes  it  the  unqualified  duty  of  defendant  to  furnish  electrical 
current  upon  application,  but  there  must  be  read  into  the  Statute  the 
right  and  duty  to  make  reasonable  rules  and  regulations  to  assure  the 
sufficiency  and  safety  of  the  equipment  within  the  building  to  which 
the  current  is  to  be  supplied. 

783— Safety  of  Service. 

"This  duty  was  declared  with  much  emphasis,  by  the  Court  of  Appeals 
in  Schmeer  vs.  Gas  Light  Company  (147  N.  Y.,  529-536).  Speaking 
of  the  defendant  in  that  case,  the  Court  said:  'It  was  by  statute 
bound  to  furnish  gas  upon  the  written  application  of  the  owner  or 
occupant  of  any  building  or  premises  within  one  hundred  feet  of  any 
main  laid  down  by  it,  subject  to  such  just  and  proper  regulations  as  it 
might  adopt  as  a  means  of  securing  payment  for  its  gas  and  safety 
in  its  supply.'  The  Act  in  force  when  this  decision  was  made  was 
Laws  1890,  Chap.  566,  Sec.  65  which  was  in  the  same  form  as  the 
law  now  in  force.  In  neither  is  there  any  specific  provision  for 
regulations  to  secure  safety  in  the  supply.  Consequently  the  duty 
thus  declared  to  rest  upon  the  company  was  found  by  the  Court  of 
Appeals  to  be  necessarily  implied.  The  case  in  which  the  opinion 
quoted  was  written  related  to  the  duty  of  a  Gas  Company  under  the 
Statute,  and  the  right  and  duty  of  the  Company  to  enforce  reasonable 
regulations  to  ensure  the  safety  of  its  supply  was  declared,  as  the 
opinion  shows,  from  the  known  danger  from  escaping  gas  in  the  case 
of  defective  gas  fixtures.  The  danger  from  electricity  is  at  least  as 
great  as  that  from  gas  and  the  case  above  cited  is  authority  for  the 
proposition  that  it  is  the  right  and  duty  of  an  Electric  Light  Company, 
before  delivering  electricity  to  a  customer,  to  take  reasonable  pre- 
cautions to  be  assured  that  the  private  equipment  within  the  building 
to  which  the  electricity  is  to  be  delivered  is  adequate  and  safe.  In- 
deed it  would  appear  from  the  case  just  cited  that  a  gas  or  electric 
company  might  incur  heavy  responsibility  if  it  failed  to  take  steps 
to  assure  itself  of  the  sufficiency  and  safety  of  the  interior  equipment 
to  which  it  was  about  to  deliver  current.  We  think  therefore  that 
it  must  be  taken  as  settled  that  such  a  company  may  reasonably 
insist  upon  such  assurance  before  its  Statutory  duty  to  furnish  gas  or 
electricity  attaches,  and  therefore  the  clause  in  the  contract  between 
plaintiff  and  defendant  to  the  efi"ect  that  before  supplying  current  the 
plaintiff's  equipment  'shall  have  been  approved  by  tHe  constituted 
authorities  and  by  the  Company'  is  a  reasonable  condition. 

"There  was  therefore  involved  in  the  controversy  a  question  as  to  the 
reasonableness  of  defendant's  insistence  upon  a  certificate  from  the 
'  Board  of  Fire  Underwriters  before  it  would  supply  or  continue  to 
supply  current  to  plaintiff.  Such  a  question  is  sometimes  one  of 
fact  and  sometimes  one  of  law.  In  the  present  case  the  questions 
rests  upon  no  disputed  fact  and  is  one  of  law.    We  say  that  there  is  no 
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disputed  fact  because  we  assume,  for  the  purpose  of  this  appeal,  as 
plaintiff  claims,  that  the  sole  reason  why  defendant  refused  to  furnish 
electricity  was  that  plaintiff  failed  to  procure  from  the  Board  of  Fire 
Underwriters  a  certificate  of  sufficiency  and  safety  of  his  equipment, 
and  that  the  sole  reason  why  plaintiff  could  not  and  did  not  procure 
such  certificate  was  that  he  refused  to  pay  the  fee  of  two  dollars  and 
a  half  demanded  by  the  Board. 

"To  satisfy  itself  of  the  sufficiency  and  safety  of  plaintiff's  equipment 
defendant  had  undoubtedly  a  right  to  insist  upon  an  examination 
of  that  equipment  before  turning  on  the  current.  This  right  it  might 
properly  do  by  its  own  employees,  or  it  might  appoint  an  agent  to  do 
it,  or  it  might  accept  the  result  of  an  examination  by  any  person 
in  whom  it  had  confidence.  It  was  the  party  to  be  satisfied  and  it  had 
a  right  to  determine  whose  examination  and  approval  would  be 
satisfactory  to  it.  It  was  not  bound  to  make  the  examination  by  its 
own  employees  (Schmeer  vs.  Gas  Light  Co.  supra,  at  p.  539).  It 
selected  the  Board  of  Fire  Underwriters  as  the  body  whose  examina- 
tion and  certificate  would  be  satisfactory  and  acceptable  to  it.  In 
so  doing  it  acted  strictly  within  its  rights,  and  with  much  good 
judgment,  because  fire  is  the  most  usual  result  of  defective  wiring,  and 
the  Fire  Underwriters  are  the  persons  most  interested  in  seeing  to  it 
that  electricity  is  not  furnished  to  a  defective  equipment.  It  was 
therefore,  in  our  opinion  both  lawful  and  reasonable  for  the  defendant 
to  refuse  to  furnish  current  without  the  production  of  a  certificate 
from  the  Board  of  Fire  Underwriters. 

^'But,  plaintiff  contends,  it  was  unreasonable  to  insist  upon  the 
production  of  this  certificate,  because  it  could  not  be  obtained  without 
the  payment  of  a  fee  to  the  Board.  This  objection  does  not  impress 
us  as  a  serious  one.  If  defendant  had  elected  itself  to  inspect  the 
plaintiff's  equipment  it  would  have  been  required  to  hire  and  pay 
a  trained  expert  for  that  purpose,  and  we  are  aware  of  no  Statute  or 
rule  of  law  which  would  have  forbidden  it  to  make  a  reasonable 
charge  for  that  service.  The  rate  which  a  gas  or  electric  light  com- 
pany may  charge  for  the  current  which  it  furnishes  is  prescribed  by 
law,  but  that  rate  covers  only  the  supplying  of  the  current  and  does 
not  cover  the  expense  of  a  preliminary  inspection  for  safety.  The 
right  and  duty  of  preliminary  inspection  when  one  is  dealing  with  so 
dangerous  a  commodity  as  electricity  is  not  alone  for  the  benefit  of  the 
Company  supplying  the  current,  but  is  a  public  duty  which  should  not 
be  neglected.  If  the  company  itself  could  lawfully  exact  reasonable 
compensation  for  making  a  preliminary  examination,  the  agency 
which  it  selects  and  relies  upon  to  satisfy  it  as  to  the  sufficiency  of  the 
equipment  may  likewise  make  such  a  charge,  and  so  long  as  that 
charge  is  not  unreasonable  (and  it  is  not  claimed  that  it  was  in  this 
case),  it  would  be  most  unjust  and  improper  to  compel  defendant  to 
take  the  risk  of  supplying  electrical  current  to  an  uninspected  and 
uncertified  equipment. 

"We  are  therefore  of  the  opinion  that  defendant's  insistence  that  it 
should  be  satisfied  of  the  safety  and  sufficiency  of  plaintiffs  equipment 
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by  the  inspection  and  certificate  of  the  Board  of  Fire  Underwriters 
was  reasonable,  and  that  the  fact  that  such  a  certificate  could  not 
be  procured  without  the  payment  of  a  small  and  reasonable  fee  did  not 
require  defendant  to  furnish  current  in  the  absence  of  such  a  certi- 
ficate. If  this  be  so  defendant  was  not  liable  for  the  penalties 
prescribed  by  the  Statute.     .     .     . 

''The  judgment  and  order  appealed  from  are  reversed  with  costs  and 
disbursements  and  the  complaint  dismissed  with  costs,  the  finding 
that  defendant  had  unlawfully  refused  to  furnish  electric  current  to 
plaintiff  on  demand  being  also  reversed." 


REFERENCES 
RATES 

511.— Flat  Rates. 

A  Return  to  Flat  Rates  for  Lighting  Service,  by  Friedrich 
Schmidt.    Electrical  World,  December  11,  1915.  p.  1326. 

An  abstract  is  given  of  an  article  in  the  Elektrotechnische  Zeitschrift,  October  28, 
1915,  on  flat  rates  for  the  small  domestic  consumer.  It  is  stated  that  on  account 
of  the  present  scarcity  of  kerosene  oil  in  Germany,  owners  of  many  small  houses 
have  requested  service  of  central  stations,  but  that  the  making  of  connections 
has  been  delayed  by  the  scarcity  of  copper  and  the  insufficient  supply  of  meters. 
The  author  thinks  that  most  of  the  service  rates  at  present  in  use  for  charging 
domestic  supply  are  too  complicated,  and  that  consequently  general  administra- 
tion and  overhead  expenses  are  high.  He  recommends  a  flat  rate  generally  for 
lighting  without  any  power-limiting  devices  or  any  complications  whatsoever. 
He  makes  the  25-watt  lamp  the  unit  and  assumes  for  the  first  50  watts  of  connec- 
tions 1,200  hours  of  burning,  for  the  next  25  watts  1,000  hours,  and  so  on,  which 
gives  a  flat  rate  of  $2.25  for  25  watts,  $4.25  for  50  watts,  $6.25  for  75  watts,  $8  for 
100  watts,  $9.50  for  125  watts,  $10.75  for  150  watts,  $11.75  for  175  watts,  $12.75 
for  200  watts,  and  then  $1  more  for  any  25  watts  more.  For  electric  flatirons  a 
special  contract  is  provided,  for  which  a  yearly  flat  rate  of  $1.50  is  charged. 

621.1— Load  Factor. 

A  Third  Factor  in  the  Variation  of  Productivity:  The  Load 
Factor,  by  G.  P.  Watkins.  The  American  Economic  Review,  Decem- 
ber, 1915,  p.  753,  34|  pages. 

The  purpose  of  this  article  is  to  show  that  load  factor,  while  recognized  first  by 
the  electric  industry,  is  a  factor  to  be  taken  into  account  in  general  production 
economics.  The  writer  states  that  the  cost  per  unit  of  product  is  governed  by 
the  principles  of  "diminishing  returns,"  "increasing  returns,"  ajid,  third,  "load 
factor,"  which  are  defined  as  follows:  "(1)  The  difficulty  of  obtaining  the  ser- 
vices of  relatively  scarce  agents  of  production;  (2)  the  magnitude  of  the  commer- 
cially practicable  scale  of  production;  and  (3)  the  degree  to  which  the  conditions 
of  economic  demand,  apart  from  maladjustment  of  the  supply  of  productive 
capacity,  permit  the  full  utilization  of  such  capacity."  The  load  factor  is  dis- 
cussed first  in  relation  to  the  supply  of  electric  energy,  next,  in  relation  to  public 
utilities  other  than  electrical  supply,  and  finally,  in  relation  to  other  business 
enterprises.  Once  the  principle  is  recognized,  it  is  seen  that  the  load  factor  is 
significant  throughout  modem  industry,  though  it  does  not  attract  attention 
to  itself  by  a  peculiar  system  of  rates  or  prices,  except  in  electrical  supply.    "His- 
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torical  changes  in  comparative  prices  and  modem  differential  price  making  can- 
not be  explained  without  making  use  of  all  three  principles  of  the  variation  of 
productivity." 

INVESTMENT  AND  RETURN 

360 — Depreciation. 

Depreciation  and  Appreciation,  by  W.  H.  Forse,  Jr.  Electric  Rail- 
way Journal,  December  11,  1915,  p.  1169. 

An  abstract  is  given  of  the  paper  on  "Depreciation  and  Appreciation,"  which 
was  delivered  before  the  Central  Electric  Railway  Accountants'  Association, 
held  at  Detroit,  December  7  and  8. 

It  is  stated  that  it  is  impossible  to  frame  concise  general  rules  for  making  allow- 
ances for  depreciation,  which  will  not,  in  their  application,  be  attended  with  a 
large  margin  of  possible  error.  Tables  are  given  showing  the  variation  in  com- 
pany practice.  The  plan  of  accounting  for  depreciation  of  railway  property,  as 
required  by  the  Interstate  Commerce  Commission,  is  alleged  to  be  neither 
scientific  nor  practical  in  application  and  operation. 

Attention  is  called  to  the  theory  advanced  by  Milo  R.  Maltbie,  member  of  the 
advisory  board,  division  of  valuation.  Interstate  Commerce  Commission,  at  the 
recent  conference  on  valuation  held  at  Philadelphia,  advocating  the  inclusion 
of  appreciation  of  land  values  as  an  item  of  income,  to  be  credited  as  such,  on 
the  same  theory  that  depreciation  is  allowed  as  a  charge  to  operating  expenses. 
The  inclusion  of  appreciation  of  land  values  as  current  income,  month  by  month, 
would  be  as  impracticable  and  as  hard  to  calculate  as  the  wasting  of  property 
month  by  month.  The  writer  says  that  instead  of  including  either  depreciation 
or  appreciation  in  the  income  account,  it  would  be  more  sensible  to  take  care  of 
such  estimated  fluctuations  through  the  surplus  account.  In  order  to  avoid  the 
monthly  arbitrary  changes  in  operating  expenses  and  net  earnings,  which  are 
unavoidable  under  the  commission  plan  of  accounting,  the  surplus  account  should 
be  used  to  reflect  fluctuations  in  net  worth  when  all  the  facts  are  known.  If  this 
were  done,  the  use  of  the  depreciation  accounts  required  of  railways  under  the 
plan  now  compulsory  would  be  almost  wholly  unnecessary. 

MUNICIPALITIES 

830.— Public  Ownership. 

Electricity  Supply  and  the  German  Government,  by  G.  Siegel. 
Electrical  World.     October  23,  1915,  p.  935. 

A  brief  abstract  is  given  of  an  article  in  the  Elektrotechnische  Zeitschrift,  August 
19,  1915,  in  which  is  discussed  the  probability  that  after  the  war  the  German 
Government  will  take  over  the  supplying  of  electricity  in  order  to  procure  new 
revenue.  The  writer  suggests  that  the  best  the  state  could  do  would  be  to  erect 
large  power  plants  at  suitable  coal  mines  or  peat  deposits  or  by  development  of 
water-powers.  The  state  could  operate  these  power  stations,  which  would  be 
connected  together  by  high-tension  transmission  lines,  energy  being  given  off 
at  certain  points  to  large  transformer  stations.  The  further  distribution  of 
energy  should,  in  his  opinion,  be  left  to  the  present  private  corporations. 

840— Public  Operation. 

Public  Utility  Districts.  Editorial,  Journal  of  Electricity,  Power 
and  Gas.    December  18,  1915,  p.  471. 

The  editorial  calls  attention  to  the  California  act,  approved  May  27, 1915,  which  pro- 
vides for  the  formation  of  public  utility  districts.    The  act  specifies  the  organization 
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and  powers  of  bodies  which  may  be  formed  by  the  union  of  two  or  more  munici- 
palities, or  by  the  union  of  incorporated  and  un-incorporated  territory,  for  the 
acquirement  and  construction  and  operation  of  works  for  the  supply  of  water, 
light,  power,  heat,  transportation,  telephone  service  or  other  methods  of  com- 
munication. It  is  stated  that  a  number  of  these  districts  are  now  being  formed. 
Certain  individuals,  for  example,  are  now  agitating  the  formation  of  a  district 
among  the  cities  of  Oakland,  Berkeley  and  Alameda,  in  order  that  an  adequate 
water  supply  may  be  secured.  Similarly  a  district  was  recently  formed  in  Marin 
County  to  acquire  the  properties  of  the  existing  water  company. 
The  procedure  imder  the  act  is  outlined  and  it  is  stated  that  it  is  merely  an  enlarge- 
ment of  schemes  for  municipal  ownership  and  operation  of  public  utilities,  the 
organization  is  political  in  character,  and  for  that  reason,  undesirable. 

COURT  DECISION  REFERENCES 

112 — Franchises 

California-Oregon  Power  Co.  v.  City  of  Medford  et  al.  Decision 
of  the  United  States  District  Court,  D.  Oregon.  October  4,  1915, 
226  Federal  957. 

The  company  and  the  city  are  parties  to  a  contract  under  which  the  city  leased 
to  the  company  its  electric  light  plant  for  a  term  of  25  years,  with  an  option  on 
the  part  of  the  company  to  purchase  the  plant  within  five  years  at  $20,000,  and 
with  the  fut-ther  condition  that  the  city  might  repurchase  the  entire  plant  at  the 
end  of  the  term  of  the  lease.  The  company  instituted  this  proceeding  to  require 
the  specific  performance  of  the  .contract.  The  court  finds  that  the  city  was  with- 
out power  to  enter  into  any  contract  or  to  grant  any  franchise,  running  for  a  longer 
term  than  ten  years.  The  contract  might  be  held  to  be  valid  for  the  term  of  ten 
years,  were  it  not  for  the  presumption  that  the  parties  would  not  have  entered 
into  the  contract  but  for  the  supposed  grant  for  the  full  terni.  The  court,  how- 
ever, holds  that  the  contract  shoiild  be  enforced  so  far  as  executed. 

"And  having  received  and  accepted  the  benefits  of  the  agreement,  the  city 

will  not  be  heard  to  say  that  the  agreement  was  made  in  an  illegal  manner, 

or  that  it  was  beyond  its  power  to  negotiate.     City  of  Colorado  Springs  v. 

Colorado  City,  42  Colo.  75,  94  Pac.  316." 

The  court  concludes  that  the  city  should  be  held  to  the  contract  so  far  as  executed 

and  fully  observed  on  the  part  of  the  company.     It  appears  that  the  company  had 

tendered  the  $20,000  for  the  purchase  of  the  property.     The  company  is  entitled 

to  its  purchase  of  the  plant,  and  a  decree  against  the  city  requiring  a  conveyance. 

90O— General. 

City  of  Wichita  v.  Wichita  R.  &  Light  Co.  et  al.  Decision  of  the 
Supreme  Court  of  Kansas.  November  6,  1915.  152  Pacific  768. 
The  City  of  Wichita  instituted  a  proceeding  in  mandamus  to  compel  the  street 
railway  and  light  company  to  permit  an  audit  and  inspection  of  its  books  and 
documents,  showing  its  gross  receipts  and  disbursements  for  the  years  1903  to 
1913,  inclusive.  The  ordinance  extending  defendant's  francise  was  passed  in  1903. 
The  ordinance  requires  the  defendant  to  file  a  yearly  detailed  statenaent,  properly 
verified,  showing  its  operating  expenses  and  earnings.  The  city  is  entitled  to 
10  per  cent  of  defendant's  earnings  over  and  above  10  per  cent  on  the  investment 
in  the  property,  and  the  investigation  of  the  records  would  be  for  the  purpose  of 
determining  whether  or  not  the  city  has  received  the  amount  due  each  year. 
The  Court  holds  that  the  city  is  not  seeking  in  this  action  to  regulate  a  public 
service  corporation,  nor  to  compel  the  performance  of  any  public  duty  imposed 
upon  defendant  by  law.  The  motion  to  quash  the  writ  of  mandamus  is  allowed. 
It  is  pointed  out  that  the  city  has  a  plain,  adequate  remedy  by  which  it  may 
obtain  the  information  desired.  It  may  accomplish  this  by  a  suit  against  the 
defendant  for  any  balance  claimed  to  be  due  or  for  an  accounting.  The  court 
where  such  an  action  was  pending  would  have  the  authority  to  compel  the 
production  of  defendant's  books  and  papers. 
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REPORT  ON 
THE  QUEENS  COUNTY  WATER  COMPANY 

SOO^Investment  and  Return. 

Report  oist  the  Queens  County  Water  Company,  Prepared  by  Delos 
F.  Wilcox,  Deputy  Commissioner,  Department  of  Water  Supply,  Gas 
and  Electricity,  City  of  New  York.  June  1,  1915.  Bound  Volume, 
181  pages. 

A  complaint  in  relation  to  the  rates  of  the  Queens  County  Water  Com- 
pany was  filed  with  the  Department  of  Water  Supply,  Gas  and  Elec- 
tricity of  the  City  of  New  York,  and  an  investigation  was  begun  to 
determine  the  value  of  the  company's  property  and  set  forth  other 
information  to  be  used  in  fixing  reasonable  rates.  As  the  investigation 
progressed  it  was  broadened  to  cover  other  questions  of  fundamental 
importance  affecting  the  future  relation  of  the  company  and  the  city. 
For  a  number  of  years  the  relation  of  the  city  and  company  has  not  been 
conducive  to  the  furnishing  of  the  best  service  and  liberal  extension  of 
service  at  low  rates.     The  report  says: 

"To  summarize,  the  company  and  the  City  were  for  many  years  com- 
peting for  the  water  supply  now  under  the  Company's  control.  This 
competition  caused  the  Company  to  invest  large  sums  of  money  in  the 
purchase  of  land,  which  later  was  deemed  to  be  unnecessary  for  water 
purposes.  For  many  years  the  Company  has  been  persistently 
fighting  its  franchise  tax  assessments  and  delaying  the  pajnient  of 
its  taxes.  For  many  years  the  Company  has  had  no  hydrant  rental 
contract  with  the  City,  and  has  been  claiming  that  the  annual  rentals 
paid  were  far  below  the  cost  of  the  service.  The  Company  has  also 
claimed  that  the  City  was  threatening  to  parallel  its  mains  and  destroy 
its  business.  The  City,  on  the  other  hand,  has  stoutly  maintained  that 
the  fire  service  supplied  by  the  Company  was  totally  inadequate,  and 
has  complained  of  the  danger  of  conflagration  in  the  Fifth  Ward  of 
the  Borough  of  Queens  and  of  the  high  fire  insurance  rates  resulting 
therefrom." 

Editorial  Note — ^All  indented  matter  is  direct  quotation. 


196  8         Rate     Research 


It  is  therefore,  the  aim  of  the  report  to  afford  a  basis  for  negotiations 
between  the  city  and  the  company  to  eliminate  these  disturbing  elements. 
The  report  may  serve  as  a  basis  for  the  fixing  of  reasonable  rates  with 
adequate  protection  to  the  Company,  or  may  provide  a  basis  for  the 
purchase  of  the  property  ia  case  the  city  decides  to  go  into  the  business 
of  furnishing  water  service. 

340 — Rate  of  Return. 

In  discussing  the  elements  of  a  fair  return,  the  report  points  out  very 

clearly  the  relation  between  the  security  afforded  a  utility  and  the  rates 

for  the  service  rendered. 

"After  all  the  running  costs  of  operation  have  been  taken  care  of  and 
provision  has  been  made  for  keeping  the  property  intact,  the  annual 
rate  of  return  upon  its  investment  to  which  the  corporation  is 
entitled  in  addition  to  these  costs,  depends  upon  various  factors  of 
time,  place,  the  character  of  the  business  and  the  ultimate  security 
of  the  investment.  If  it  is  possible  to  give  the  investor  absolute 
assurance  (1)  that  the  tangible  property  which  represents  his  invest- 
ment will  be  maintained  in  a  state  of  undiminished  usefulness; 
(2)  that  the  annual  return  upon  the  investment  will  be  steady  and 
certain;  (3)  that  ultimately  the  investment  itself  will  be  returned  to 
him  in  case  the  physical  property  goes  out  of  actual  use  or  is  trans- 
ferred to  another,  then  the  annual  rate  of  return  demanded  by  the 
investor  will  approximate  the  rate  of  interest  on  long  term  municipal 
bonds  or  other  iron-clad  securities.  The  elimination  of  the  risk  to 
the  capital  itself  and  to  the  annual  return  upon  it  would  naturally 
reduce  the  rate  of  profit  necessary  to  induce  the  investment  of 
capital  in  public  utilities.  On  the  other  hand,  if  a  public  utility 
corporation  is  operating  under  a  short-term  franchise,  with  no 
guaranty  that  it  will  be  permitted  to  continue  in  business  after  the 
expiration  of  the  grant,  or  if  it  is  threatened  by  or  subject  to  de- 
structive competition,  either  by  rival  corporations  or  by  the  muni- 
cipality, or  if  the  utility  is  such  or  the  community  is  such  that  the 
demand  for  the  service  is  likely  to  diminish  or  cease  entirely  within 
a  comparatively  few  years,  or  if  the  particular  conditions  surrounding 
the  plant  are  such  that  the  Company's  present  sources  of  supply 
are  likely  to  fail  or  its  plant  be  destroyed  or  become  obsolete,  then 
naturally  the  risk  involved  calls  for  a  higher  rate  of  return  upon  the 
investment.  Otherwise,  capital  could  not  be  induced  to  lend  itself  to 
the  enterprise  and  the  public  utility  service  could  not  be  rendered." 

The  company  holds  a  perpetual  franchise,  but  its  rights  are  not  exclusive- 
A  number  of  advantages  enjoyed  by  the  company  are  noted  which 
would  make  it  difficult  for  a  private  company  or  the  city  to  establish 
a  competitive  business. 

"Nevertheless,  it  is  obvious  that  if  the  City  of  New  York  pursues  a 
policy  of  hostility  to  the  Company,  refuses  to  pay  the  fair  cost  of  fire 
protection  rendered,  threatens  to  enter  into  active  competition  in 
the  supply  of  water  to  the  Rockaways,  or  otherwise  renders  the 
Company's  investment  hazardous  and  its  continued  profits  uncertain, 
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this  fact  would  constitute  an  element  of  risk  which  in  law  and  equity 
would  entitle  the  Company,  while  it  could,  to  earn  a  higher  rate  of 
return  than  would  be  necessary  or  fair  in  the  case  of  a  protected 
investment.  It  is  also  obvious  that  unless  the  City  is  in  a  position 
actually  to  enter  into  competition  with  the  Company  and  supply 
the  consumers  of  the  Fifth  Ward  of  the  Borough  of  Queens  with 
municipal  water,  and  unless  in  good  faith  it  intends  to  pursue  this 
policy,  it  will  be  advantageous  both  to  the  City  and  to  the  consumers 
for  the  City  to  adopt  a  policy  of  protecting  the  Company's  legitimate 
investment,  making  reasonably  sure  the  Company's  possession  of  a 
fair  earning  power  so  long  as  it  continues  to  serve  a  portion  of  the  city 
with  water,  and  of  guaranteeing  it  against  substantial  loss  of  capital 
when  it  is  superseded  by  the  City  in  the  business  of  supplying  the 
Fifth  Ward.  If  the  City  pursues  this  policy  and  is  willing  to  give  this 
guaranty  so  long  as  the  Company  yields  to  reasonable  regulation  and 
adequately  performs  its  functions  as  a  public  service  corporation, 
then  it  would  seem  reasonable  to  limit  the  Company's  rate  of  net 
profit  to  the  6  per  cent  minimum  which  the  courts  are  inclined  to 
consider  as  not  being  confiscatory." 

COMMISSION  DECISIONS 

INDIANA 

300 — Investment  and  Return. 

The  Commercial  Club  of  Terre  Haute  et  al.  v.  The  Terre  Haute 
Water  Works  Company,  Alleging  That  The  Rates  For  Water  Service 
Are  Unreasonable.  Decision  of  the  Indiana  Public  Service  Com- 
mission, Fixing  Rates.     December  17,  1915. 

The  Commission  made  a  valuation  of  the  company's  property  and 
ordered  the  company  to  put  in  effect  a  new  schedule  of  rates  fixed  by 
the  Commission.  The  following  is  an  abstract  of  the  Commission's 
holdings  on  a  number  of  subjects  pertaining  to  valuation  and  rate 
making  for  public  utilities. 

319— Land. 

In  determining  the  value  of  the  company's  real  estate  the  Commission 
says  that  the  opinion  of  the  experts,  including  the  Commission's  Staff, 
is  entitled  to  little  consideration. 

"The  value  of  real  estate  is  governed  largely  by  conditions  peculiar  to 
each  community.  None  but  those  residing  in  such  community  can  in 
the  very  nature  of  things  understand  local  conditions,a  nd  this  is 
true  as  to  other  branches  of  the  testimony," 

317 — Construction  in  Advance  of  Present  Needs. 

The  Company  owns  a  lot  which  is  not  being  used  at  the  present  time. 
The  Commission  says: 

"It  has  been  held  that  it  is  not  sound  doctrine  to  require  a  public 
service  corporation  to  construct  a  plant  no  larger  than  is  actually 
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needed  for  the  service  immediately  to  be  performed.  Every  company 
engaged  in  such  business  has  the  right  to  look  into  the  future,  and 
provide  for  increased  business  which  seems  reasonably  in  prospective. 

"In  Long  Branch  Commission  v.  Tintern  Manor  Water  Co.,  62  Ath 
47  (479),  it  is  held: 

"  'That  the  Company  is  under  obhgations  to  keep  in  advance  of  the 
present  demand,  and  take  liberal  account  of  the  probable  increase  of 
demand  due  to  increase  of  population.' 

"In  Des  Moines  Water  Co.  v.  Des  Moines,  the  Master  appointed  by 
the  United  States  Circuit  Court  held : 

"  'In  ascertaining  this  actual  or  reproductive  value,  the  company  has 
the  right  to  anticipate  the  growth  of  its  business  and  to  be  allowed  a 
proper  return  on  a  plant  of  sufficient  capacity  for  such  growth.' 

"On  the  contrary,  it  should  not  be  understood  that  a  company  can 
buy  real  estate  not  then  reasonably  necessary  for  the  conduct  of  its 
business,  and  expect  the  public  to  pay  a  return  on  the  money  invested 
therein.  Such  an  investment  might  properly  be  made  by  the 
investors  in  the  plant.  The  return  to  the  investors  would  be  in  the 
enhanced  value  of  the  real  estate.  This  is  the  meaning  of  the 
following  decisions:  San  Diego  Land  and  Town  Co.  v.  Jasper  189 
U.  S.  439;  Southern  Pacific  Co.  v.  Bartine,  170  Fed.  725;  Capital 
City  Gas  Co.  v.  City  of  Des  Moines,  72  Fed.  829;  and  Boise  City 
Irr.  Co.  V.  Clark  131  Fed.  415.     .     .     . 

"The  crucial  test  as  to  whether  it  should  or  should  not  be  included  in 
the  property  upon  which  the  Company  is  entitled  to  a  return  is, — 
'is  it  used  or  useful  for  the  convenience  of  the  public'  " 

The  Commission  finds  that  the  lot  was  not  purchased  in  anticipation  of 
future  needs,  but  that  it  was  acquired  in  order  to  secure  an  easement  for 
one  of  its  water  mains.  An  amount  is  included  covering  merely  the 
value  of  the  easement. 

312.1— Physical  Property. 

In  discussing  the  value  of  the  buildings  and  fixtures,  the  decision  says: 

"A  company  may  prudently  retain  property  so  long  as  it  is  reasonably 
adapted  to  the  use  for  which  it  was  intended.  There  comes  a  time, 
however,  in  the  life  of  buildings  when  they  must  pass  from  the  list 
of  useful  properties.  This  is  not  as  clearly  marked  in  buildings  as  it 
is  in  the  machinery  that  may  be  housed  therein.  So  long  as  a  building 
is  reasonably  fitted  to  any  use  to  which  the  utility  in  the  proper 
management  of  its  business  might  put  such  building,  it  ought  to  be 
regarded  as  operative  property.  It  ought  not  to  be  regarded  in  a 
rate  making  case  to  the  full  value  of  the  building.  The  proper 
method  is  to  appraise  the  building  at  the  full  value  of  its  use.  That 
is  to  say,  if  the  cost  new  of  the  building  was  $40,000,  and  its  present 
value  was  $16,000  but  the  value  of  the  use  to  which  the  building  was 
put  was  only  $1,000,  the  latter  would  be  the  property  valuation  to  be 
placed  upon  such  building." 
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311 — Basis  of  Valuation. 

The  Commission's  engineers  estimated  the  value  of  a  certain  pump  to  be 
$36,750  while  the  other  experts  gave  it  a  value  of  over  $50,000.  The 
Commission  says: 

"It  is  admitted  that  the  pump  cost  $36,750.  Alvord  and  his  assist- 
ants testified  that  the  market  price  of  this  pump  at  the  time  it  was 
bought  was  from  $50,000  to  $60,000.  This  statement  is  not  con- 
troverted. It  is  established  by  the  evidence  that  at  the  time  this 
pump  was  purchased  the  Allis-Chalmers  Mfg.  Co.  was  in  need  of 
money.  There  is  no  evidence  that  it  was  insolvent  or  threatened  with 
insolvency,  but  that  it  needed  cash,  and  in  the  face  of  competition 
sold  to  the  water  company  this  pump  at  greatly  below  its  actual 
value. 

"The  law  is  well  settled  that  in  a  rate  making  case  the  actual  cost  of 
the  property  involved  is  but  an  item  of  evidence  to  be  considered  in 
determining  the  present  value  of  the  same.  If  the  Company  had 
paid  greatly  more  for  this  pump  than  its  actual  value  it  would  not  be 
permitted  to  earn  a  return  on  the  purchase  price.  On  the  contrary 
if  the  company  secured  a  valuable  instrumentality  at  below  the  market 
price,  that  is  no  reason  why  in  a  rate  making  case  it  should  not  be 
permitted  to  earn  a  return  upon  the  reasonable  value  of  the  property 
even  though  this  reasonable  value  should  be  far  above  the  actual 
cost  thereof.  However,  the  actual  cost  of  the  Allis  pump  is  some 
evidence  of  its  value,  and  we  are  slow  to  believe  that  it  was  sold  at 
$21,000  below  this."     .     .     . 

The  Commission  allowed  $45,000  as  the  reproduction  new,  and  $40,000 
as  the  present  value  of  the  pump  in  question. 

312.75 — Services  Paid  for  by  Consumers. 

The  company  had  in  effect  a  rule  under  which  the  consumers  were 
required  to  pay  for  the  service  pipes.  It  is  the  judgment  of  the  Commis- 
sion that  service  connections  should  not  be  included  in  an  estimate  of  the 
value  of  the  company's  property  except  where  such  service  connections 
have  been  paid  for  by  the  company  itself.  The  following  case  in  point 
is  cited:  Appleton  Water  Works  Company  v.  Railroad  Commission, 
142  N.  W.  476  (3  Rate  Research  307). 

The  company  is  required  to  install  at  its  own  expense  all  service  con- 
nections in  the  future,  but  it  is  found  to  be  impossible  to  require  the 
company  to  made  adjustment  with  its  present  consumers  who  have 
paid  for  such  service  connections.  In  many  cases  it  would  be  im- 
possible to  reimburse  the  party  who  actually  paid  for  the  service. 

312.&— Paving  Over  Mains. 

"This  Commission  has  persistently  insisted,  that  paving  over  mains 
should  not  be  valued  against  the  public  except  where  the  pavement 
had  been  constructed  by  the  Company.  The  Staff  has  reported  the 
full  value  of  the  paving  over  mains  for  the  reason  that  it  was  unable 
to  ascertain  from  the  company  or  from  the  City  what  amount  of 
mains  had  actually  been  laid  by  the  Company.     The  propriety  of 
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including  pavements  not  laid  by  the  Company  has  been  finally 
settled  by  the  Supreme  Court  of  the  United  States  in  Des  Moines 
Gas  Co.  V.  Des  Moines,  236  U.  S.  811  (817).    [7  Rate  Research  316.] 

"We  find  from  the  evidence  that  this  Company  has  laid  pavements  of 

the  value  of  about  $8,000  and  no  more." 
314 — Overhead  Charges. 
Under  the  heading,  "Contingencies"  the  decision  says: 

"We  have  frequently  discussed  the  question  of  contingencies  and 
found  that  Courts  and  Commissions  allow  anywhere  from  10  to  15%. 
There  is  some  evidence  in  this  case  that  the  contingencies  were 
really  significant.  In  the  Indianapolis  Light  and  Heat  case  we 
estimated  these  at  13%.  That  percentage  will  be  allowed  in  this 
case." 
315.1— Going  Value. 

In  discussing  going  value,  the  Commission  quotes  extracts  from  the 
decision  of  the  Wisconsin  Supreme  Court  in  Appleton  Water  Works 
Company  v.  Railroad  Commission,  142  N.  W.476  (3  Rate  Research  311) 
and  Oshkosh  Water  Co.  v.  Railroad  Commission,  152  N.  W.  859  (7  Rate 
Research  237),  and  from  the  decision  of  the  Supreme  Court  of  the 
United  States  in  Des  Moines  Gas  Co.  v.  Des  Moines,  236  U.  S.  811 
(7  Rate  Research  317).     The  Commission  says: 

"The  Wisconsin  cases  are  cited  for  the  reason  that  our  Law  is  very 
largely  taken  from  the  Wisconsin  Statute.  The  consideration  given 
to  the  Statute  by  the  Courts  of  that  State  have  a  peculiar  and 
persuasive  weight.  The  decision  of  the  Supreme  Court  of  the 
United  States  is  cit«d  because  that  court  is  the  highest  tribunal  to 
which  this  question  may  be  referred.  Its  conclusions  are  binding 
upon  every  State. 

"These  two  recent  decisions  very  clearly  require  that  Going  Value  be 
given  consideration  in  rate  making  cases. 

"There  can  be  but  little  complaint  from  either  of  the  litigants  if  the 
Going  Value  of  the  Terre  Haute  Water  Works  Company  is  estimated 
at  $80,000." 
318— Working  Capital. 

The  Commission  finds  that  $22,500  is  a  reasonable  amount  to  allow  for 
working  capital.  This  amount  is  the  Commission's  estimate  of  the  sum 
which  will  enable  the  plant  to  operate  its  business  until  its  earnings 
are  received. 

"It  appears  from  the  schedule  now  on  file  that  all  flat  rate  service 
charges  on  the  annual  basis  are  due  and  payable  quarterly  in  advance. 
Revenues  from  metered  services  can  not  be  obtained  until  the  meters 
are  read  at  the  end  of  the  first  month.  There  is  then  a  period  of  ten 
(10)  days  in  which  to  pay.  Assuming  that  the  revenue  of  the  Company 
were  $202,000  per  annum,  then  the  earnings  for  forty  (40)  days  would 
be  about  a  reasonable  amount  of  working  capital.  This  would  be  in 
the  neighborhood  of  $22,500." 
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311.2— Reproduction  Cost  New. 

The  Commission  finds  that  the  total  value  of  the  property  is  $1,259,845, 
reproduction  cost  new,  and  $1,106,335,  reproduction  cost  new  less 
depreciation,  exclusive  of  any  allowance  for  going  value. 

The  Commission  reviewed  the  record  as  to  the  book  cost  and  investment 
cost  of  the  property  and  the  decision  says : 

''While  the  actual  investment  in  this  property  can  never  be  as- 
certained with  certainty  we  can  approximate  it.  From  the  evidence 
it  is  reasonably  certain  that  there  has  been  invested  in  original 
construction  in  this  property  not  less  than  $1,200,000. 

"Counsel  for  the  complainants  have  fallen  into  a  common  error  in 
assuming  that  the  cost  of  reproduction  of  the  property  less  depre- 
ciation is  the  actual  value  of  the  property  for  rate  making  purposes. 
This  is  not  true.  It  may  be  the  present  value  and  it  may  not  be. 
When  we  have  ascertained  the  cost  of  reproduction  less  depreciation 
we  have  done  nothing  more  than  establish  one  important  item  of 
evidence  to  be  considered  by  the  Commission  in  determining  the  fair 
and  reasonable  value  of  the  property.     .     .     . 

"After  giving  due  consideration  to  the  cost  of  reproduction  of  this 
property  less  depreciation  and  to  the  actual  investment  therein,  and 
to  the  amount  and  value  of  the  stocks  and  bonds  and  to  all  the  other 
evidence  in  this  case  pertinent  to  this  issue,  we  find  that  the  fair  and 
reasonable  value  of  the  property  of  the  Terre  Haute  Water  Company 
that  is  used  and  useful  for  the  convenience  of  the  public  in  the 
transaction  of  its  business  is  $1,200,000.  In  this  we  have  included 
a  Going  Value  of  $80,000." 

340 — Rate  of  Return. 

"The  return  is  based  upon  6|%  on  a  valuation  of  $1,200,000.  When 
consideration  is  given  to  the  fact  that  a  large  part  of  the  investment  in 
this  property  is  surplus  earnings,  it  is  our  judgment  that  6|%  is 
remunerative.  It  is  not  only  remunerative,  but  a  reasonable  and 
fair  return." 

352 — Expense. 

In  estimating  the  normal  operating  expenses  of  the  company,  the  Com- 
mission points  out  that  an  increase  in  the  item  of  general  expenditures  is 
due  to  the  preparation  and  hearings  in  the  rate  case  before  the  Com- 
mission. 

"Those  in  charge  of  the  property  of  the  Public  Service  corporation 
stand  in  the  relation  of  trustees.  As  such  they  are  entitled  to  expend, 
out  of  the  earnings  of  the  company,  and  to  have  it  recouped  from  the 
consumer,  a  reasonable  amount  with  which  to  defend  the  proceeding 
instituted  by  the  Commercial  Club  and  the  City.  The  Commission 
has  no  power  to  supervise  the  contracts  made  by  the  officers  of  the 
Company  with  attorneys  and  engineers.  It  does  however,  have  a 
supervisory  power  over  what  the  Company  shall  do  with  its  earnings. 
If  the  officers  of  the  Company  deem  it  prudent  to  spend  $12,500,  for 
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engineers  to  appraise  its  property  it  is  a  matter  between  the  officers 
and  stockholders  of  the  Company.  No  such  an  amount  ought  to  be 
allowed  as  an  operating  expense.  The  officers  are  responsible  to  the 
stockholders,  and  it  is  from  the  stockholders  the  money  must  come 
to  pay  engineers  and  attorneys  above  a  reasonable  and  prudent 
expenditure  for  that  purpose.  It  occurs  to  us  that  no  one  can 
justify  such  an  expenditure  as  was  made  in  this  case  for  engineers 
and  attorneys  as  a  reasonably  prudent  expenditure. 

"It  is  our  judgment  that  $3,000  for  attorneys  fees  and  S6,000  for 
appraisers  is  a  very  liberal  and  full  allowance  for  the  preparation  and 
presentation  of  this  case.  The  stock  is  owned  by  very  few  persons, 
and  the  majority  of  it  by  a  small  group.  We  assume  that  the 
expenditures  were  made  with  the  full  knowledge  of  the  holders  of  more 
than  90%  of  the  stock  with  the  expectation  that  what  of  it  was  not 
allowed  as  an  operating  expense  would  be  paid  by  the  stockholders 
out  of  the  dividends.  This  item  of  $9,000  is  not  properly  chargeable 
to  one  year's  operating  expense.  It  ought  to  be  amortized  over  a 
period  of  at  least  three  years." 

540 — Minimum  Charge. 

The  schedule  of  rates  prescribed  by  the  Commission  contains  a  minimum 
charge  provision  fixing  a  scale  of  monthly  minimum  rates  varying  with 
the  size  of  the  meters  installed.     The  Commission  says  : 

"The  minimum  charge  is  defensible  if  not  absolutely  necessary.  The 
reasons  for  the  minimum  charge  are  very  well  stated  in  Gould  v. 
Edison  Electric  Illuminating  Company,  60  New  York  Supplement 
599.  The  consumer  refused  to  sign  a  contract  in  which  was  em- 
bodied the  following  rule  'A  minimum  monthly  charge  of  $1.50, 
should  be  made  by  the  Company  for  each  separate  month  during 
which  the  agreement  should  be  in  effect.'  Gould  refused  to  sign  the 
contract  and  instituted  an  action  for  mandatory  injunction  requiring 
the  defendant  to  furnish  light  to  his  apartments.     The  court  says : 

"  'The  statute  recognizes  the  right  to  charge  for  light  consumed,  the 
cost  and  expense  of  laying  wires  and  a  rental  for  wire  and  apparatus; 
but  it  does  not  assume  to  say  what  may  or  may  not  be  reserved  for 
either,  nor  does  it  require  the  amount  charged  to  be  separated  into 
items  with  respect  to  its  constitutent  elements.  The  law  does  not 
contemplate  that  the  defendant  shall  do  business  at  a  loss.  It  is 
expected  that  it  will  and  it  is  entitled  to  make  reasonable  profit  upon 
its  venture,  and  the  sole  question  in  such  a  case  as  this  is  whether  the 
charge  made  is  unreasonable  considering  all  that  tha  defendant  is 
required  to  do  to  meet  each  customer's  demand.  It  is  stated  in  the 
fourth  paragraph  of  the  defense  demurred  to  that  the  current  is 
generated  by  dynamos  driven  by  steam  engines  supplied  with  steam 
from  boilers,  all  located  in  a  station  building,  and  when  generated 
is  transmitted  directly  to  the  defendant's  underground  conductors 
leading  to  the  premises  of  the  consumer;  that  each  additional  lamp 
connected  with  the  defendant's  system  necessitates  an  additional 
investment  by  it  in  distributing  conductors  and  local  appliances  of 
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about  twenty  dollars  in  addition  to  the  cost  of  generating  and  deliver- 
ing the  electric  current ;  that  the  number  of  lamps  which  the  plaintiff 
desired  was  eleven  and  that  the  total  additional  investment  thus  made 
necessary  in  order  to  comply  with  his  demand  was  at  least  the  sum  of 
$220.  How  then  can  it  be  said  that  a  fixed  charge  not  based  upon 
actual  consumption  is  of  itself  improper  or  unreasonable?  The 
customer  does  not  bind  himself  to  use  any  particular  amount  of  light; 
so  that  the  return  to  the  company,  based  on  actual  consumption, 
would  rest  entirely  upon  his  volition  and  it  would,  therefore,  depend 
upon  him  whether  the  service  he  has  required  the  corporation  to 
be  in  constant  and  immediate  readiness  to  render  is  profitable  or  un- 
profitable to  the  latter.  But  this  constant  condition  of  readiness  is  a 
necessary  and  unavoidable  obhgation  which  must  be  sustained  in 
order  to  meet  instantaneously  the  demand  for  light  which  the  con- 
sumer is  entitled  to  have  at  any  moment  that  he  wishes  it.  It  thus 
forms  a  part  of  the  service  tC  be  rendered  and  is  an  item  properly 
to  be  considered  when  the  reasonableness  of  the  charges  exacted  by 
the  company  is  called  in  question.  As  we  have  seen,  the  latter  is  not 
confined  by  statute  to  any  specific  rate,  nor  has  any  attempt  been 
made  to  measure  or  limit  the  compensation  which  such  corporations 
may  lawfully  charge,  as  has  been  done  in  the  case  of  gas  companies,  so 
that  they  are  free  to  exact  a  reasonable  return  for  the  service  required, 
which  includes  as  I  have  said,  not  only  the  actual  supply  of  electric 
light,  but  the  readiness  to  supply  it  coincidentally  with  the  customer's 
desire  to  have  it. 

"In  State  v.  Gas  Light  Company,  34  Missouri  App.  Rep.  507,  the 
Court  said: 

"  'It  is  a  matter  of  common  knowledge  that  to  furnish  the  gas  at  hand 
for  the  very  small  or  nominal  consumer  requires  the  same  outlay  in 
the  way  of  meter,  periodical  inspection  and  repairs  with  weekly  or 
monthly  visitations  that  is  required  by  the  very  large  consumer.  The 
same  investment,  and  the  same  care  and  oversight  is  required  where 
the  gas  monthly  consumed  shall  not  exceed  10  cubic  feet  or  even  one 
cubic  foot,  as  where  the  amount  used  may  be  ten  thousand  cubic  feet. 
At  the  rate  charged  then  in  Sedalia,  as  alleged  in  relator's  complaint, 
the  gas  company  would  be  required  to  invest  and  expend  for  the 
benefit  of  this  merely  nominal  consumer,  more  dollars  than  cents 
received.  The  rate  there  charged,  as  alleged,  is  $2.50  per  thousand 
cubic  feet.  For  this  ten  cubic  feet  thus  consumed  and  for  which  the 
Company  would  receive  pay  of  only  two  and  a  half  cents,  the  cost  to 
the  gas  company  may  be  many  dollars." 
139.9— Deposits. 

The  Company  had  in  effect  a  rule  prescribing  that  an  advance  payment 
or  deposit  may  be  required  before  rendering  service  to  a  metered  con- 
sumer. The  Commission  discusses  the  reasonableness  of  the  require- 
ment of  a  guarantee  by  a  public  service  company  at  length, 

"The  Law  compels  this  Company  to  furnish  without  discrimination 
its  services  to  every  applicant  who  applies  therefore,  and  submits 
to  its  reasonable  rules  and  regulations.     As  a  corporation  it  has  the 
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right  to  make  rules  by  which  its  business  will  be  transacted.  These 
rules  when  once  promulgated  are  binding  not  only  upon  the  Con- 
sumers of  the  Company,  but  upon  the  Company  itself.  It  is  by  Law 
denied  the  right  of  the  private  citizen  to  refuse  to  transact  its  business 
with  whomsoever  it  cares  to  refuse.  It  can  not  be  a  respecter  of 
persons.  It  must  serve  when  requested  the  rich  and  the  poor  without 
discrimination.  It  must  serve  its  enemies  as  impartially  as  it  serves 
its  friends.  But  the  fact  that  it  is  compelled  to  serve  without  dis- 
crimination, all  who  apply  and  are  willing  to  submit  to  its  reasonable 
rules  and  regulations  makes  it  necessary  that  the  Company  promul- 
gate reasonable  rules  and  regulations  by  which  its  business  will  be 
governed. 

"In  every  community  Public  Service  Corporations  furnish  service  to  a 
few  who  are  in  financial  distress  and  to  a  few  who  are  intentionally 
dishonest,  but  no  such  corporation  would  be  warranted  in  refusing 
to  supply  such  applicant  by  reason  of  the  fact  that  they  were  finan- 
cially embarrassed  or  purposely  dishonest.  But  to  insure  the 
highest  percentage  of  efficiency  in  its  collections  it  has  the  right  to 
require  reasonable  guarantees.  It  has  been  frequently  held  by  the 
Courts  of  this  State  that  where  the  value  of  the  service  can  be 
determined  before  it  is  consumed  the  Company  has  the  right  to 
require  payments  in  advance.  This  is  based  upon  a  principle  of  law 
long  since  declared  governing  the  conduct  of  inn-keepers.  While  the 
inn-keeper  is  required  to  serve  all  impartially  who  apply  for  his  service, 
yet,  it  has  long  since  been  established  law  that  the  inn-keeper  could 
require  payment  in  advance.  It  is  held  uniformally,  that  such  a 
regulation  is  both  just  and  reasonable.  It  is  equally  well  established, 
that  the  public  service  corporations  may  enact  a  rule  governing 
guarantees  or  deposits  by  the  users  of  its  service  and  that  a  rule  to 
this  effect  is  both  reasonable  and  just.  Every  Court  whose  decisions 
we  have  examined  and  every  commission  has  held  that  such  a  rule  is 
a  just  and  reasonable  one. 

''In  Shepherd  v.  Gas  Company,  6th  Wisconsin  page  539,  the  Supreme 
Court  said: 

"  'The  third  rule  of  the  Company  allowing  the  Company  to  demand 
security  for  the  gas  consumed  or  a  deposit  of  money  to  secure  pay- 
ment thereof,  appears  to  be  just  and  necessary  to  guard  against  loss.' 
"The  Supreme  Court  of  Michigan  in  Williams  v.  Mutual  Gas  Com- 
pany, 18N.  W.  236,  said: 

"  'The  duty  of  the  Company  toward  the  citizen,  and  that  of  the 
citizen  toward  the  Company  is  somewhat  reciprocal,,  and  any  rule 
or  regulation  or  courses  of  dealing  between  the  parties  which  does  not 
secure  the  just  rights  of  both  ought  not  to  be  adopted,  and  cannot 
receive  the  sanction  of  the  Courts.  When  the  defendant  Company 
made  the  connection  of  its  service  pipes  and  mains  with  the  pipes 
and  fixtures  of  the  Biddle  House,  it  imposed  upon  itself  the  duty  to 
supply  the  house  and  the  premises  upon  reasonable  terms  and  con- 
ditions with  such  amount  of  gas  as  the  owner  or  proprietor  might 
require  for  its  use  so  long  as  the  Company  should  exist  and  do  business. 
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If  the  defendant  as  one  of  the  conditions  required  the  plaintiff  to  give 
sufficient  security  that  he  would  make  such  payment  and  perform  such 
condition,  before  taking  such  service,  I  think  it  would  have  been 
reasonable,  but  in  the  place  of  such  security  the  defendant  demanded 
a  deposit  of  money  with  the  Company,  as  had  been  its  custom.  This 
the  Company  had  the  right  to  do.  The  condition  was  a  reasonable 
one.' 

"The  Supreme  Court  of  Iowa  in  Cedar  Rapids  Gas  Light  Company  v. 
Cedar  Rapids,  144,  Iowa,  page  426,  said : 

"  'That  such  corporatiqji  may  adopt  rules  or  regulations  for  the 
transaction  of  business  is  well  settled  by  authority  (citing  cases);  in 
each  of  these  cases  a  rule  requiring  security  or  deposit  of  money  in 
advance  was  approved.  Of  course,  such  rules  must  be  reasonable  and 
not  impose  an  undue  burden  upon  the  consumer.  The  Company 
may  not  base  a  rule  on  the  theory  that  the  people  as  a  whole  are  dis-  • 
honest,  but  it  has  a  right  to  adopt  a  rule,  which,  while  giving  the 
honest  citizen  what  he  pays  for,  will  prevent  the  dishonest  from 
getting  that  which  he  will  never  pay  for;  that  the  company  may 
establish  a  rule  exacting  payment  in  advance  in  reasonable  amounts 
or  the  deposit  of  security,  at  least  is  fully  settled  by  the  authorities 
and  it  would  seem  that  the  requirement  of  security,  the  deposit  of 
money  in  advance,  would  be  quite  as  effective  in  enforcing  prompt 
payment  and  more  so  than  avoiding  bad  debts  by  an  increase  in  price 
upon  failure  to  pay  by  a  time  stated.' 

"The  Supreme  Court  of  Massachusetts,  in  Turner  v.  Revere  Water 
Company,  50  N.  E.  634,  said: 

"  'We  have  also  no  doubt  that  a  water  company  may  demand  a 
deposit,  as  is  required  by  the  Boston  Gas  Light  Company,  where  it 
does  not  know  the  consumer.  This  was  held  to  be  reasonable  in  the 
case  of  the  gas  company  in  52  Michigan  499.' 

"Many  other  authorities  might  be  cited  where  like  holdings  were 
made  by  Courts  of  last  resort.  It  may  be  accepted  as  established 
Law,  that  a  public  service  corporation  has  a  right  to  promulgate  rules 
requiring  reasonable  deposits  or  guarantees  from  its  consumers. 
"The  sole  reason  for  the  rule  is  to  enable  the  Company  to  maintain 
the  highest  percentage  of  efficiency  in  collections.  It  is  to  prevent 
loss  and  for  no  other  purpose.  The  rule  or  regulation  can  not  justly 
be  broader  than  the  reason  for  it.  A  rule  regulating  deposits  or 
guarantees  aimed  at  the  prevention  of  loss  of  accounts  for  services 
rendered  is  a  reasonable,  necessary  and  just  rule.  Such  a  rule  must 
be  non-discriminatory  and  must  be  applied  without  unjust  discrim- 
ination. 

"It  will  be  observed  that  Rule  Nine  (9)  provides,  that  the  Company 
may  require  an  advance  payment  or  deposit  where  meters  are  used. 
This  rule  enables  the  company  to  reward  its  friends,  and  punish  its 
enemies.  It  may  require  a  deposit  from  a  perfectly  solvent  patron, 
and  may  not  require  it  of  another  patron  under  the  same  circum- 
stances and  conditions. 
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"The  Court  of  Appeals  of  Kentucky  in  Owensboro  Gaslight  Company 
V.  Hildebrand,  42  S.  W.  351,  said: 

''  'It  is  the  duty  of  the  Company  to  furnish  the  city's  inhabitants  with 
gas  and  tovdo  so  upon  terms  and  conditions  common  to  all  and  with- 
out discrimination.  They  cannot  fix  a  variety  of  prices,  or  impose 
different  terms  and  conditions  according  to  their  caprice  or  whim. 
They  may,  however,  fix  reasonable  rules  and  regulations  applicable 
to  all  the  consumers  alike.  In  these  cases  the  companies  undertook 
to  compel  the  appellee  to  deposit  the  sum  of  $20  as  security  for  his 
future  consumption  of  gas  and  electricity,  and,  upon  his  refusal  to 
do  so,  withdrew  their  pipes  and  wires  from  his  building.  This  suit 
by  appellee  was  to  compel  them  to  furnish  him  light,  and  the  Court 
on  final  hearing,  granted  the  relief  sought.  It  is  conceded  by  appellee 
that  appellant  may  prescribe  reasonable  rules  and  regulations,  and 
impose  reasonable  conditions  upon  the  consumer,  and  require  proper 
security  for  the  payment  of  their  bills,  and  may  even  require  deposits 
in  advance;  but  his  contention  here  is  that  the  companies  have 
adopted  no  such  rule  or  regulation  as  they  attempted  to  enforce 
against  him,  and  such  appears  to  us  to  be  a  fact.  No  rule  or  regu- 
lation of  a  general  character  is  relied  on  or  exhibited  by  the  companies, 
and  to  allow  them  to  select  this  or  that  consumer  against  whom  to 
enforce  special  rules  would  put  the  consumer  at  the  capricious  humor 
of  the  agents  and  employees  of  the  companies.' 

"Wlienever  the  rule  allows  the  Company  to  arbitrarily  pass  upon  the 
customer's  rights,  the  Courts  have  held  it  unjustly  discriminatory. 

"A  plain  way  to  avoid  dangers  of  this  kind  is  to  enact  a  rule  requiring 
the  Company  to  demand  a  deposit  or  guarantee  of  each  and  every 
patron  receiving  a  measured  service.  This  rule  is  sustained  by  the 
Courts,  but  it  occurs  to  us  that  a  rule,  that  mandates  the  Company 
to  require  a  deposit  or  guarantee  from  each  and  every  patron  on  a 
metered  service  unnecessarily  and  unjustly  burdens  both  the  company 
and  the  community.  There  is  a  measure  of  humiliation  in  requiring 
men  of  known  solvency  to  pay  an  account  before  it  is  possible  to 
ascertain  the  amount  of  it.  It  burdens  the  Company  with  a  mul- 
titude of  accounts  against  many  citizens  of  the  community  where  it 
operates.  These  burdens  should  be  required  only  where  it  is  neces- 
sary to  prevent  loss  to  the  Company.  The  rule  of  the  Company  that 
is  now  under  consideration  is  unjustly  discriminatory  in  that  there  is 
no  requirement  that  the  amount  of  the  deposit  or  guarantee  shall  be 
the  same  under  similar  circumstances.  Under  this  rule  the  Company 
might  require  a  deposit  of  $20  from  one  patron  and  but  $10  of 
another  under  the  same  circumstances.  This  it  cannot  lawfully  do. 
But  to  devise  a  rule  in  harmony  with  the  Law  and  that  does  no  more 
than  meet  the  just  requirement  of  the  Company  is  very  difficult. 
No  fair  minded  citizen  will  contend  for  an  instant,  that  this  Company 
should  be  required  to  furnish  water  where  it  is  known  that  it  will  not 
be  paid  for.  Of  course,  no  rule  can  be  prepared  or  approved  that  will 
secure  100%  of  collections.     Every  utility  necessarily  suffers  some 
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loss,  but  the  Law  will  not  require  the  Water  Company  in  this  instance 
to  furnish  its  service  where  the  loss  is  certain  or  even  reasonably 
certain.  This  does  not  mean,  that  any  unfortunate  person  living 
in  the  City  of  Terre  Haute  will  be  deprived  of  water.  Circumstances 
might  readily  be  conceived  where  it  would  be  the  duty  of  the  public 
authorities  to  provide  water  for  the  poor. 

"It  is  much  easier  to  criticise  than  to  construct.  It  is  manifest  to  any 
one  who  has  given  it  consideration,  that  the  existing  rule  hereinabove 
quoted  is  unjustly  discriminatory,  unreasonable  and  ought  to  be 
abandoned,  but  an  effort  to  couch  in  plain  language,  a  rule  to  sub- 
stitute in  the  place  of  the  objectionable  one  brings  its  difficulties. 
We  have  concluded,  that  the  following  rules  will  not  attack  the  in- 
tegrity of  a  community,  nor  occasion  serious  loss  to  the  Company, 
nor  work  an  unreasonable  embarrassment  or  hardship  on  any  of  its 
patrons. 

"  'Rule  9.  The  Company  may  require  a  deposit  or  solvent  guarantee 
from  each  patron  on  metered  service,  whenever  after  a  prudent  in- 
vestigation, it  shall  reasonably  believe  that  such  deposit  or  guarantee 
is  necessary  to  prevent  loss  or  non-payment  of  bills  by  a  patron.  A 
deposit  or  guarantee  shall  not  be  required  under  any  other  conditions. 
Such  deposit  or  guarantee  shall  be  50%  greater  than  the  estimated 
amount  of  such  patron's  bill  for  one  month.  When  either  a  deposit 
or  a  guarantee  is  required  under  this  Rule,  the  patron  shall  have  the 
right  to  determine  whether  he  will  make  a  deposit  or  furnish  a  solvent 
guarantee.  In  the  application  of  this  Rule,  the  Company  shall  not 
act  without  discrimination  between  its  patrons.  Interest  at  the  rate 
of  4%  per  annum  payable  annually  shall  be  paid  on  all  deposits  that 
remain  with  the  Company  six  months  or  more.  Should  any  depositor 
cease  to  be  a  patron,  the  Company  shall  immediately  refund  the 
deposit  less  any  unpaid  bills.' 

"We  are  satisfied  that  this  rule  is  workable.  It  will  inflict  no  great 
hardship  on  either  the  Company  or  its  patrons.  If  it  is  admin- 
istered in  a  reasonable  way  it  will  lead  to  but  little  controversy. 

All  deposits  not  covered  by  this  rule  are  to  be  refunded  to  the  depositors 

at  once. 

REFERENCES 
RATES 

910 — Promotion  and  Growth  of  Business, 

St.  Louis  Company's  Customers  Reach  65,000  Mark. — Rates  are 
Reduced.  Electrical  Review  and  Western  Electrician.  December  25, 
1915.  p.  1145. 

The  company  announced  in  August,  1915,  that  when  its  customers  numbered  65,000 
its  primary  rate  for  residence  service  would  be  reduced  from  9.5  cents  net  per 
kilowatt-hour  for  the  first  four  kilowatt-hours  per  active  room  to  8.55  cents.  This 
number  was  reached  on  December  1.  and  the  reduction  has  gone  into  effect.  In 
order  to  reach  this  amount,  4,300  customers  had  to  be  secured  in  a  period  of  three 
months.  The  company  has  promised  further  reductions  as  follows:  When  the 
total  number  of  customers  reaches  70,000  reduction  to  8.5  cents  per  kilowatt-hour. 
When  the  total  number  of  customers  reaches  75,000  reduction  to  8  cents  per  kilo- 
watt-hour. 
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138 — Contracts. 

New  Form  of  Street  Lighting  Contract  Proposed  for  Racine. 
Electrical  Review  and  Western  Electrician.  December  25,  1915.  p.  1144. 
Attention  is  called  to  what  is  said  to  be  the  first  "indeterminate"  contract  ever 
proposed  for  street  lighting  service.  A  contract  which  has  no  fixed  term  has  been 
submitted  to  a  committee  of  the  Racine  Common  Council  by  the  Milwaukee 
Electric  Railway  and  Light  Company.  The  terms  permit  the  electric  company 
to  make  expenses  and  6  per  cent  interest  on  the  money  invested,  prevents  it  from 
making  any  profit  beyond  that,  and  guarantees  it  against  loss.  The  contract 
provides  for  necessary  adjustments  to  meet  changes  in  installation  or  operating 
conditions. 

The  city  can  terminate  the  contract  at  will  by  paying  to  the  company  the  difference 
between  the  accumulated  replacement  reserve  plus  the  scrap  value  of  special 
equipment  and  the  actual  cost  of  that  equipment.  The  cost  of  fixed  charges  and 
operating  expenses  on  joint  investment  for  public  lighting  and  commercial  service 
is  subject  to  review  by  the  state  Commission.  The  cost  of  new  special  equipment 
and  operating  expenses  for  street-lighting  alone  are  to  be  reported  to  the  city  each 
year,  the  books  always  being  open  to  city  officials.  Under  these  terms  Racine 
will  get  street  lights  more  cheaply,  it  is  claimed,  than  any  city  of  its  size  in  the 
country. 

622 — Diversity  Factor. 

Diversity  of  Coal  Mining  Load,  by  R.  A.  Schott,  Paper  Read 
Before  the  Convention  of  the  Public  Utilities  Association  of  West 
Virginia,  White  Sulphur  Springs,  November  18-19,  1915. 

The  paper  gives  conclusions  drawn  from  a  study  of  the  coal  mining  load  of  the 
Virginia  Power  Company,  with  which  the  writer  is  associated  as  Chief  Engineer. 
This  company  furnishes  electric  energy  to  coal  mining  operations  exclusively. 
During  the  last  three  years,  an  exhaustive  study  has  been  made  of  the  load  factors 
and  diversities  of  the  coal  mining  load  as  existing  in  the  converter  substations 
and  the  transformer  substations,  and  of  how  the  diversity  between  all  of  the  cus- 
tomers is  reflected  in  the  maximum  and  average  load  at  the  power  house. 

INVESTMENT  AND  RETURN 

310— Valuation. 

Valuation  of  Railroads  Before  the  Interstate  Commerce  Com- 
mission, Brief  Filed  on  Behalf  of  the  National  Association  of  Railway 
Commissioners.  December  1,  1915.  Pamphlet,  168  pages. 
The  valuation  committee  of  the  National  Association  of  Railway  Commissioners 
has  filed  its  brief  setting  forth  recommendations  and  conclusions  regarding  the 
valuation  of  railroads  by  the  Interstate  Commerce  Commission.  Charles  E. 
Elraquist,  member  of  the  Minnesota  Railroad  and  Warehouse  Commission  is 
chairman  of  the  committee. 

830— Public  Ownership.     GENERAL 

Economic,  Social  and  Political  Conditions  in  Europe  which  In- 
fluence Government  Ownership  of  the  Telephone,  by  James  P. 
Duncan.  Electrical  Review  and  Western  Electrician,  December  25, 
1915,  p.  1153.     3  pages. 

The  origin  and  causes  of  government  ownership  of  the  telephone  in  Europe  are 
outlined  and  a  brief  account  is  given  of  the  situation  in  each  of  the  countries. 
It  is  shown  that  the  telephone  has  had  its  greatest  development  under  private 
ownership  in  the  United  States.  For  example,  in  Germany  where  apparently 
every  economic,  social  and  political  condition  is  favorable,  government  ownership 
of  the  telephone  has  not  produced  as  perfect  a  system  as  the  privately  owned 
system  of  the  United  States  or  even  as  the  partially  privately  owned  systems  in 
the  Scandinavian  countries. 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


COMMISSION  DECISIONS 

VERMONT 

720— Rate  Schedules. 

Citizens  of  St.  Albans  v.  Vermont  Power  and  Manufacturing 
Company,  Alleging  that  the  Company's  Rates  for  Electric  Service  are 
Exorbitant  and  Unreasonable.  Decision  of  the  Vermont  Public 
Service  Commission,  Ordering  the  Company  to  Make  Certain  Changes 
in  Rates.     December  18,  1915, 

The  petition  alleged  that  the  company  had  put  in  effect  changes  in 
rates  which  resulted  in  increases  in  rates  and  inequalities  which  are 
discriminatory. 

RESIDENCE  RATES 

"The  Class  A  Residence  rate  questioned  by  the  petition  provides 
for  a  minimum  charge  of  50  cents  per  kilowatt  a  month  for  each 
meter  installed  or  service  connected  and  for  each  additional  kilowatt 
of  capacity  or  fraction  thereof  an  addition  of  50  cents  to  the  minimum 
charge.  A  price  of  12  cents  per  K.  W.  H.  is  charged  for  the  first 
hour's  use  (30  hours  per  month)  of  demand.  A  price  of  6  cents  per 
K.  W.  H.  is  charged  for  the  balance  of  current  used  during  the  month. 
Demand  is  computed  as  the  number  of  watts  equivalent  to  the  total 
number  of  sockets  connected  multipUed  by  twenty-five.  A  discount 
of  10%  is  allowed  on  all  bills  paid  fifteen  days  from  date  and  a  dis- 
count of  5%  on  bills  paid  within  thirty  days  from  date. 

"The  above  rate  superseded  a  flat  rate  of  14  cents  per  K.  W.  H.  with  a 
minimum  charge  of  50  cents  per  month  for  a  connected  load  of  less 
than  one  kilowatt  with  discounts  of  2  cents  per  K.  W.  H.  for  pay- 
ment within  fifteen  days  from  date  of  bill  and  step  quantity  discounts 
of  from  5%  to    15%  where  the  bills  exceeded  $10.00  per  month. 

"The  new  controller  rate  is  $12.00  a  year  for  each  100  watts  of  the 
maximum  demand,  measured  and  determined  by  an  approved  form 
of  current  limiting  device  or  controller.  No  contract  to  be  for  less 
than  100  watts  of  maximum  demand  or  for  a  period  of  less  than  one 

Editorial  Notes — ^AU  indented  matter  is  direct  quotation. 
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year.  The'  discounts  on  the  controller  rate  are  the  same  as  for  the 
new  Class  A  Residence  rate.  This  controller  rate  superseded  a  rate 
based  on  the  use  of  a  limited  number  of  lamps  in  connection  with 
'a  maximum  demand  controller.'  The  old  rate  was  $3.00  net  per 
annum  for  each  16  C.  P.  lamp  with  provision  that  the  contract 
should  be  for  one  year,  should  not  be  for  less  than  6  or  more  than 
25  lamps  and  that  a  deposit  should  be  made  equal  to  the  value  of 
the  controller,  said  deposit  to  be  returned  at  the  termination  of 
service  less  a  sum  amounting  to  10%  per  annum  for  depreciation 
upon  the  controller. 

COMMERCIAL  RATES 

"The  Class  B  Commercial  rate,  which  is  attacked  by  the  petition, 
provides  for  a  minimum  charge  for  50  cents  per  kilowatt  per  month 
for  each  meter  installed  or  service  connected  and  an  addition  of  50 
cents  per  month  to  the  minimum  charge  for  each  additional  kilowatt 
of  capacity  or  fraction  thereof.  A  primary  rate  of  12  cents  per 
K.  W.  H.  is  charged  for  the  first  hour's  use  (30  hours  per  month) 
of  demand  with  a  secondary  rate  of  6  cents  per  K.  W.  H.  for  the 
balance  of  current  used  during  the  month.  The  demand  is  computed 
as  the  total  capacity  in  watts  t)f  all  lamps  or  other  devices  connected 
to  the  lighting  circuit  or  may  be  determined  by  an  approved  demand 
indicator  to  be  furnished  and  installed  at  the  expense  of  the  customer. 
The  discount  for  prompt  payment  is  the  same  as  that  of  the  Class  A 
Residence  rate.  An  additional  quantity  discount,  computed 
annually  upon  current  used  during  the  year,  is  allowed  upon  accounts 
paid  therefor.     This  quantity  discount  is  as  follows: 

K.  W.  H.  per  annum  Discount 

1500-  2000 5  % 

2001-  2500 7Wo 

2501-  3500 :    10  % 

3501-  5000 12^% 

5001-  6500 15  % 

6501-  7500 171% 

7501-10000 20  % 

"The  Class  C  Commercial  rate  complained  of  covers  current  used 
by  transient  hotels,  hospitals  and  sanatoriums,  the  rate  and  condi- 
tions of  service  therefor  being  the  same  as  prescribed  by  Class  B 
Commercial  rate  with  the  exception  that  the  demand  is  computed 
in  watts  as  only  30%  of  the  total  number  of  sockets  connected 
multiplied  by  25. 

GENERAL  RATES 

"The  Class  F  General  rate  is  for  current  for  industrial  motor  service, 
heating,  charging  storage  batteries,  electric  furnaces  and  cooking, 
electrolytic  service,  but  not  including  the  operation  of  dynamos  or 
generators  for  electric  lighting  purposes.  The  price  for  this  service 
is  7  cents  per  K.  W.  H.  with  a  minimum  charge  of  $1.00  per  month 
for  each  kilowatt  of  capacity  connected,  subject  to  the  following 
quantity  discounts: 
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50  to      100  K.  W.  H.  per  month 10% 

101  to      200  K.  W.  H.  per  month 15% 

201  to      300  K.  W.  H.  per  month 20% 

301  to      400  K.  W.  H.  per  month 25% 

401  to      600  K.  W.  H.  per  month 30% 

601  to      800  K.  W.  H.  per  month 35% 

801  to     1000  K.  W.  H.  per  month 40% 

1001  to     1200  K.  W.  H.  per  month 45% 

1201  to     im)  K.  W.  H.  per  month 50% 

1401  to     1600  K.  W.  H.  per  month 53% 

1601  to     1800  K.  W.  H.  per  month 56% 

1801  to    2000  K.  W.  H.  per  month :    58% 

2001  to     2300  K.  W.  H.  per  month 60% 

2301  to    2600  K.  W.  H.  per  month 62% 

2601  to    3000  K.  W.  H.  per  month 64% 

3001  to    3500  K.  W.  H.  per  month 66% 

3501  to    4000  K.  W.  H.  per  month 68% 

4001  to    5000  K.  W.  H.  per  month 70% 

5001  to     6000  K.  W.  H.  per  month 71% 

6001  to    8000  K.  W.  H.  per  month 72% 

8001  to  10000  K.  W.  H.  per  month .73% 

10000  K.  W.  H.  and  above,  special  discount  according  to  quantity  used. 

"There  is  a  further  Class  F  General  rate  which  is  limited  to  electrical 
current  for  industrial  motor  ser\ice,  cooking,  heating,  charging 
storage  batteries,  electrical  furnaces  and  electrolytic  service  used 
exclusively  between  the  hours  of  7  A.  M.  and  4  P.  M.  during  the 
months  of  October,  November,  December,  January,  February  and 
March,  or  between  the  hours  of  7  A.  M.  and  5:30  P.  M.  during  the 
months  of  April,  May,  June,  July,  August  and  September.  The 
price  per  K.  W.  H.  for  this  service  is  $.055  with  a  minimum  charge 
of  Sl.OO  per  month  for  each  kilowatt  of  capacity  connected,  subject 
to  the  quantity  discounts  provided  for  Class  F  General  which  are 
above  set  forth." 

510 — Forms  of  Rates. 

The  petitioners  claimed  that  the  "element  of  demand"  in  Class  A 

residence,  Class  B  Commercial  and  Class  C  rates,  ought  not  to  be 

recognized  and  urged  that  single  rates  at  an  equalized  price  would  be 

preferable. 

514 — Demand  Basis. 

"The  Commission  does  not  look  with  favor  upon  the  suggestion  that 
a  fiat  rate  is  preferable  to  the  rates  in  question.  The  element  of 
preparedness  to  serve  on  the  part  of  the  Company  in  computing 
electric  rates  is  now  well  recognized. 

"An  analysis  of  total  station  expense  of  seventy  of  the  smaller 
central  stations  in  the  Eastern  States  which  was  made  by  Mr.  S.  E. 
Doane  and  is  contained  in  a  paper  read  before  the  National  Electric 
Light  Association,  shows  the  relative  proportion  of  cost  which 
depends  upon  the  number  of  K.  W.  H.  generated  to  be  37.9%,  the 
relative  proportion  of  cost  which  depends  upon  the  number  of  con- 
sumers connected  and  served  to  be  11.3%  and  the  relative  propor- 
tion of  cost  which  depends  upon  the  capacity  of  the  station,  which 
in  turn  depends  upon  the  'demand,'  to  be  50.8%. 
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"That  part  of  cost  dependent  upon  station  capacity  is  largely  pro- 
portionate to  the  capacity  of  the  aggregate  installation  of  consumers. 
The  revenue  to  meet  this  part  of  cost  must  be  and  is  derived  from 
the  sale  of  current  to  consumers.  The  nearer  to  capacity  a  consumer 
approaches  in  an  even  and  constant  use  in  his  particular  installation, 
the  greater  is  his  proportionate  contribution  to  meeting  this  portion 
of  cost  which  is  dependent  upon  station  capacity,  and  the  nearer  all 
the  consumers  approach  this  character  of  use,  the  less  is  the  cost 
dependent  upon  station  capacity  per  K.  W.  H.  of  production.  Con- 
sequently a  consumer's  ratio  of  current  conslimption  to  the  capacity 
of  his  installation  should  determine  whether  he  shall  receive  a  rela- 
tively low  rate  or  not.  A  flat  rate  would  in  no  wise  distribute  this 
portion  of  cost  which  depends  upon;station  capacity  equably  among 
the  consumers  unless  the  consumption  of  current  were  nearly  equal 
among  them  which  is  not  the  fact  in  the  present  case.  The  petitionee 
is  a  company  whose  customers  have  installations  which  are  moderate 
in  size.  The  largest  group  of  Class  A  customers  has  a  maximum 
demand  of  twelve  K.  W.  H.  *  The  largest  group  of  Class  B  customers 
has  a  maximum  demand  of  three  K.  W.  H.*  The  largest  current 
consumption  by  any  group  of  Class  A  customers  in  the  months  of 
December,  1914,  and  June,  1915,  was  the  group  having  a  maximum 
demand  of  twelve  K.  W.  H.* 
514.3— Wright  Demand  Rate. 

''We  are  of  the  opinion  that  some  form  of  demand  rate  is  the  most 
satisfactory  type  and  that  the  Wright  demand  rate,  of  which  Class 
A,  B  and  C  rates  in  question  are  examples,  is  the  most  satisfactory 
rate  for  small  users  and  for  a  lighting  company  whose  customers  are 
mostly  of  that  class.  The  petitioners  suggest  in  their  brief  a  com- 
putation of  consumers  demand  upon  a  portion  or  percentage  of 
installation.  Any  such  change,  in  computing  demand,  if  substan- 
tial, would  result  in  reduction  of  revenue  unless  the  present  primary 
and  secondary  rates  for  current  were  raised.  The  petitioners 
admitted  that  the  petitionee  is  not  receiving  more  than  an  adequate 
revenue.  The  Commission  is  of  the  opinion  that  these  primary 
and  secondary  rates  for  current  should  not  be  increased.  Further 
we  are  of  the  opinion  that  these  Class  A,  B  and  C  rates  are  equal 
and  not  discriminatory  as  between  customers  when  the  elements 
above  set  forth  are  considered. 
513.9— Step  Meter  Rate. 

"The  form  of  the  annual  quantity  discount  made  on  Class  B  com- 
mercial business  is  not  warranted.  The  discount  is  regressive  and 
should  be  changed.  The  Class  C  commercial  rate  is  approved  for 
the  reasons  above  stated  with  the  exception  of  the  quantity  discount 
therein  provided  which  is  the  same  as  that  discount  in  the  Class  B 
rate  and  is  subject  to  the  same  infirmity.     .     .     . 

"The  discounts  provided  for  under  Class  F  rates  are  imwarranted  in 
that  they  are  regressive  and  result  in  consumers  paying  more  for  a 

*  [So  in  original,  should  be  kilowatts.] 
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smaller  than  for  a  larger  quantity  of  current.  These  discounts 
should  be  corrected.     .     .     . 

"That  there  may  be  no  ambiguity,  it  may  be  stated  that  the  Company 
has  heretofore  treated  the  discounts  criticized  as  step  and  not  as 
block  discounts." 

524 — Limiting  Demand. 

"The  attack  on  new  controller  rate  was  waived  at  the  hearing,  the 
petitioners  stating  in  their  brief:  'We  do  not  care  to  make  any 
objection  to  the  present  rates  or  regulations  (referring  to  the  con- 
troller rate),  but  we  do  not  think  this  service  should  be  allowed  to 
be  discontinued.' 

"The  increase  in  this  new  controller  rate  over  the  old  is  exactly  in 
inverse  proportion  to  the  reduction  in  current  consumption  between 
the  old  16  C.  P.  carbon  lamp  and  the  20  C.  P.  Mazda.  The  con- 
sumer gets  as  much  or  more  light  with  the  Mazda  lamp  under  the 
new  rate  as  he  did  with  the  carbon  lamp  under  the  old,  but  only 
about  half  the  current.  We  think  this  rate  as  high  as  and  perhaps 
higher  than  it  should  be.  The  consumer  is  entitled  to  some  part  of 
the  benefit  derived  from  the  introduction  and  use  of  modern  current 
saving  equipment  and  the  Company  should  provide  for  a  part  of 
the  loss  in  revenue  occasioned  thereby  by  finding  a  different  market 
for  the  current  saved.  This  form  of  service  should  be  continued 
and  though  the  rate  is  not  now  questioned,  we  suggest  that  some 
reduction  thereof  should  be  considered  by  the  Company. 

614 — Heating  and  (booking. 

"The  petitionee  has  a  rate  called  'Class  E  General,'  which  is  not 
specifically  mentioned  in  the  petition  but  is  criticised  in  the  peti- 
tioner's brief.  This  rate  is  5  cents  per  K.  W.  H.  for  current  for  the 
operation  of  heating  and  cooking  devices,  subject  to  the  cash  and 
quantity  discounts  specified  in  the  Class  B  rate,  provided  the  con- 
sumer also  uses  electricity  for  other  service.  There  is  a  minimum 
charge  of  50  cents  per  month  for  each  meter  installed  or  service 
connected  if  current  is  used  for  heating  and  cooking  purposes  only. 
The  petitioners  claim  this  rate  should  be  extended  to  cover  such 
other  devices  as  are  in  use  for  domestic  and  other  small  power 
purposes. 

"There  is  an  adequate  industrial  power  rate  provided  by  the  Class  F 
General  rate  above  referred  to.  An  extension  of  the  Class  F  General 
rate  to  cover  the  use  of  current  for  all  electrical  devices  used  exclu- 
sively in  the  ordinary  housekeeping  of  the  consumer,  but  not  to 
include  the  use  of  current  for  industrial  motor  service,  charging 
storage  batteries,  electric  furnaces  and  electrolytic  service,  and  the 
operation  of  dynamos  and  generators  for  lighting  purposes  should  be 
permitted  under  this  Class  E  rate. 

610— Character  of  Service. 

"The  petitioners  complain  that  the  Class  F  General  rate  should  be 
extended  to  permit  the  consumer  to  run  a  motor  in  'operating  a 
generator  for  lighting  purposes'  and  that  the  exclusion  of  the  opera- 
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tion  of  dynamos  and  generators  for  electric  lighting  purposes  should 
be  stricken  from  the  rate.  The  Company  has  an  adequate  lighting 
rate  and  to  permit  a  consumer  to  curtail  the  Company's  sale  of 
current  for  lighting  by  converting  the  current  sold  for  power  to 
lighting  purposes  would  introduce  an  anomalous  situation  which 
this  Commission  does  not  care  to  endorse."     .     .     . 

The  order  requires  the  Company  to  modify  its  tariff  as  to  Class  E 
General  and  Class  E  limited  rates  to  include  therein  the  sale  of  elec- 
trical energy  for  the  operation  of  appliances  ordinarily  used  in  domestic 
housekeeping,  excluding,  however,  industrial  motor  service,  charging 
storage  batteries,  electric  furnaces  and  electrolytic  service  and  the 
operation  of  dynamos  or  generators  for  electric  lighting  purposes;  and 
the  Company  is  further  ordered  to  submit  to  the  Commission  for  its 
approval  a  block  form  of  quantity  discounts  on  Class  B  Commercial, 
Class  C  Commercial,  Class  E  General,  Class  F  General  and  Class  F 
General  Limited  rates  in  place  of  the  step  form  of  quantity  discounts 
now  in  force.  The  block  system  of  discounts  is  to  be  so  framed  as 
not  to  decrease  the  present  discounts  upon  the  rates. 

COLORADO 

300 — Investment  and  Return. 

Colorado  Springs  Light,  Heat  and  Power  Company,  Colorado 
Springs  (Population,  29,078),  Investigation  to  Determine  the  Reason- 
ableness of  the  Rates  For  Gas  and  Electricity.  Decision  of  the 
Colorado  Public  Utilities  Commission,  Fixing  Rates.  December 
15,  1915. 

The  Commission  on  its  own  motion  made  an  investigation  as  to  the 
reasonableness  of  the  company's  rates,  rules  and  regulations. 

310— Valuation. 

The  Conimission  finds  the  value  of  the  electric  and  auxiliary  hydro- 
electric properties  to  be  $1,292,638,  which  includes  the  sum  of  $45,000 
as  working  capital,  and  excludes  any  allowance  for  preliminary 
organization  and  development  expense  and  going  value.  The  Com- 
mission later  finds  that  an  allowance  of  $30,000  is  sufficient  for  working 
capital.  The  final  value  of  these  properties  used  as  the  basis  for 
fixing  rates  is  $1,481,762.  The  Commission  finds  that  upon  this 
value  the  company  is  earning  a  return  of  12.27  per  cent,  and  a  reduction 
in  rates  for  electric  service  is  provided  in  the  Commission's  order. 

The  value  of  the  gas  property  is  found  to  be  $633,417,  which  includes 
the  sum  of  $22,500  as  working  capital,  and  excludes  any  allowance  for 
preliminary  organization  and  development  expense  and  going  value. 
The  Commission  finds  that  the  correct  amount  to  allow  for  working 
capital  is  $15,000.  The  final  figure  for  rate  making  purposes  is  fixed 
at  $710,917.  Upon  this  basis  the  company  earns  1.16  per  cent.  The 
rates  for  gas  are  left  unchanged. 

314 — Overhead  Charges. 

In   computing   overhead    charges   on    the  electric  and   hydro-electric 
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properties,  the  Commission's  engineers  used  the  following  table  of 
percents. 

Classification  of  Property- 
Mains, 

Services  Plant  General 

Land           and  Buildings     Equip-  Equip- 

Meters  ment  ment 

Inventory  omissions 0                 2  1                  1^  | 

Engineering 1                  3  5                 5  0 

General  supervision 0                 3  3                 3  1 

Interest  during  construction  .7                 2^  3                 3  0 

Insurance 0                 ^  1                  1  ^ 

Legal  expenses 2                  1  ^                  5  0 

General  contingencies 0                 2  110 

Total 10  14  14i  15  2 

The  same  table  was  used  in  the  valuation  of  the  gas  properties.     In 
addition   to  these  percents,   allowances  were  made  for  contractors' 
profit  and  preliminary  organization  and  development  expense. 
314.11 — Preliminary  Expenses. 

Under    the    heading    ''Preliminary    Organization    and    Development 
Expense,"  the  decision  says: 

"Mr.  Rice  (engineer  for  the  company)  testified  that  some  allowances 
should  be  made  for  making  a  preliminary  study  of  the  proposition, 
the  feasibility  of  the  construction  of  the  property,  investigation  of 
the  market  and  of  the  character  of  the  surrounding  country,  the  cost 
of  coal  available,  water  powers,  etc.  According  to  Mr.  Rice,  this 
expense  should  also  include  the  item  of  organization,  cost  of  printing 
prospectus,  promoters'  returns,  cost  of  printing  necessary  bond  and 
stock  forms,  and  traveling  expenses.  According  to  his  testimony,  it 
should  also  include  the  cost  of  financing  which  should  include  the 
expense  of  stock  salesmen,  underwriting  expense,  bond  commission, 
traveling  expenses  of  bond  and  stock  salesmen,  and  also  expenses  in 
connection  with  the  obtaining  of  franchises.  He  further  testified 
that  5  per  cent  of  the  cost  of  reproduction  of  the  property,  or 
$125,000.00,  would,  in  his  opinion,  be  the  proper  allowance  for  the 
above  items. 

"Mr.  Rankin  (the  Commission's  engineer)  stated  that  he  had  not 
included  in  his  valuation  any  allowance  to  cover  the  items  mentioned, 
but  in  his  letter  of  transmittal  of  his  report,  called  attention  to  the 
fact  that  some  allowance  should  be  made  for  this  purpose.  He 
further  testified  that  considerable  preliminary  expense  must  have 
been  incurred  in  connection  with  the  electric  and  hydro-electric 
property  for  making  a  preliminary  study  and  investigation  of  the 
undertaking. 

"We  have  given  careful  study  to  the  preliminary  organization  and 
development  in  connection  with  the  electric  and  hydro  properties, 
and  have  arrived  at  the  conclusion,  in  view  of  the  facts  and  con- 
ditions surrounding  these  properties,  that  the  proper  sum  to  be 
allowed  for  this  purpose  is  $79,125.00." 
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In  the  valuation  of  the  gas  property,  $20,000  was  included  for  pre- 
liminary organization  and  development  expense. 

314.44— Contractor's  Profit. 

In  the  valuation  of  the  gas  and  electric  properties,  an  amount  was 
included  of  10  per  cent  as  contractor's  profit  "on  the  particular  items 
which  must  necessarily  include  work  done  under  contract." 

315.1— Going  Value. 

"The  proper  amount  to  be  allowed  for  'going  value'  is  very  difficult 
to  determine  and  is  not  susceptible  of  measurement  in  dollars  and 
cents.  That  there  is  a  difference  between  a  plant  with  a  developed 
business  and  one  without  it,  and  that  there  is  an  added  value  on 
this  account  to  be  taken  into  consideration  in  making  a  valuation 
for  rate  making  purposes  seems  to  be  generally  conceded.  Early 
deficits  from  operation  have  in  many  cases  been  taken  as  a  measure 
of  the  proper  amount  to  be  allowed  for  this  item,  and  this  theory 
seems  to  be  in  accord  with  a  decision  rendered  by  the  New  York 
Court  of  Appeals  by  Justice  Miller,  who  states: 

"  *I  define  going  value  for  rate  purposes,  as  involved  in  this  case,  to 
be  the  amount  equal  to  the  deficiency  of  net  earnings  below  a  fair 
return  on  the  actual  investment  due  solely  to  the  time  and  expendi- 
tures reasonably  necessary  and  proper  to  the  development  of  the 
business  and  property  to  its  present  stage,  and  not  comprised  in  the 
valuation  of  the  physical  property.' 

"We  believe  that  such  an  amount  as  indicated  by  early  deficits  is 
only  an  indication  and  not  a  measure  of  the  amount  to  be  allowed, 
for  the  reason  that  this  theory,  if  strictly  followed,  places  a  premium 
on  properties  poorly  conceived  and  managed,  and  does  not  properly 
reward  good  management.  In  many  cases,  and  in  this  one  in 
particular,  it  is  impossible  to  learn  from  the  records  what  the  early 
deficits  from  operation  have  been. 

"We  have  considered  this  property  as  a  going  concern,  and  therefore, 
have  made  such  allowance  for  this  item  as  we  deem  just." 
318— Working  Capital. 

"Working  capital  should  be  an  amount  sufficient  to  take  care  of  the 
operating  expenses  of  the  company  imtil  the  revenue  from  operation 
is  sufficient  for  that  purpose,  and  should  include  in  addition  stores 
and  supplies,  merchandise  for  sale,  coal  in  storage  and  coal  for 
immediate  use,  and  a  general  cash  balance  for  which  the  customer 
is  not  directly  responsible.  Stores  and  supplies,  merchandise,  and 
coal  in  storage,  were  included  as  part  of  the  inventory  in  this  case, 
so  that  no  allowance  should  be  made  for  these  items." 

The  Conunission  allows  $30,000  additional  working  capital  for  the 
electric  properties  and  $15,000  for  the  gas  properties. 
366 — Annual  Rate  of  Depreciation. 

"The  Commission's  Engineer,  after  applying  various  rates  of 
depreciation  to  the  different  items  of  depreciable  property,  found 
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the  composite  depreciation  of  the  electric  property  to  be  4.25%  of  the 
cost  new  of  its  depreciable  property;  the  composite  depreciation  of 
the  hydro  property  to  be  2.8%  of  the  cost  new  of  its  depreciable 
property;  and  the  composite  depreciation  of  the  gas  property  to 
be  3%  of  the  cost  new  of  its  depreciable  property. 

"The  above  are  the  rates  to  be  used  in  providing  for  depreciation  on 
a  straight  line  basis.  The  amounts  to  be  set  aside  annually,  are 
as  follows: 

Gas $20,000.00 

Hydro 6,300.00 

Electric 52,000. 00 

365.1— Straight  Line  Method. 

"We  have  used  for  this  case,  without  approving  or  disapproving,  the 
straight  line  method  of  providing  for  depreciation.  While  the  sum 
to  be  set  aside  annually  under  what  is  known  as  the  sinking  fund 
method,  is  a  relatively  smaller  operating  charge  than  the  amount 
required  under  the  straight  line  method,  the  rate  of  return,  when 
using  the  sinking  fund  method,  must  be  based  on  the  cost  of  repro- 
duction, and  not  on  depreciated  value.  We  have  used  the  straight 
line  method  of  providing  for  depreciation,  and  have  based  the  rate 
of  return  on  the  depreciated,  or  present  value. 

''Thus,  while  the  allowance  to  be  made  for  depreciation  in  computing 
a  fair  rate  schedule,  is  smaller  under  the  sinking  fund  method,  the 
rate  of  return  is  based  on  a  higher  valuation,  so  that  there  would 
seem  to  be  little  difference  between  the  two,  so  far  as  the  public  is 
concerned. 

*Tt  should  be  noted,  however,  that  the  straight  line  method  reflects 
most  closely  the  practical  conditions  under  which  utility  properties 
are  generally  managed." 
340 — Rate  of  Return. 

It  is  estimated  that  the  new  schedule  of  the  company's  rates  for  electric 
service  will  yield  ''a  return  in  excess  of  7|  per  cent  per  annum,  upon 
the  present  value  of  the  electric  and  hydro  properties  of  the  Defendant 
corporation,  as  found  by  the  Commission."  In  regard  to  the  failure 
of  the  company  to  earn  a  fair  return  upon  the  value  of  its  gas  property 
at  the  rates  for  gas  at  present  in  effect,  the  Commission  says: 

''The  present  schedule  of  rates  and  charges  for  the  sale  of  gas  by 
the  Defendant  corporation,  shows  that  this  Defendant  is  receiving 
$1.00  per  1,000  cubic  feet  of  gas  net,  with  a  minimum  guarantee  of 
fifty  cents  per  month  per  meter,  which  appears  to  be  not  unduly  high, 
and,  in  fact,  a  fair  average  rate  of  gas  sold  by  other  utilities  in  cities 
somewhat  similar  to  Colorado  Springs  in  size  and  location.  After 
a  thorough  investigation,  we  have  been  forced  to  come  to  the  con- 
clusion that  the  Defendant  company  manufactures  gas  at  about 
the  average  cost,  and  we  have  been  unable  to  arrive  at  a  satisfactory 
conclusion  for  the  low  return  on  the  present  fair  value  of  the  gas 
properties  of  the  Defendant  company." 
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No  application  was  before  the  Commission  for  an  increase  in  the  rates 
for  gas. 

''In  the  event  we  should  permit  an  increase  in  the  charges  and  rates 
for  gas  sold  by  the  Defendant  corporation,  it  would  be  solely  for 
the  purpose  of  increasing  the  revenues  of  this  Company,  and  we 
are  not  at  all  convinced  that  these  revenues  would  be  increased  by 
an  increase  in  the  rates  and  charges,  but,  on  the  other  hand,  are  of 
the  opinion  that  an  increase  in  the  rates  and  charges  would  result 
in  decreased  earnings. 

"While  the  public  utility  is  entitled  to  earn  a  reasonable  return  upon 
the  present  fair  value  of  these  properties,  the  consuming  public  is 
required  to  pay  only  the  reasonable  value  for  the  service  or  commodity 
furnished.  We  shall  entertain  a  complaint  from  the  corporation 
in  the  form  of  a  request  for  an  increase  in  its  rates  and  charges 
covering  the  sale  of  gas,  accompanied  by  evidence  sufficient  to  justify 
this  Commission  in  ordering  an  increase  in  such  rates  and  charges." 

580— Terms  and  Conditions. 

The  company  had  in  effect  a  rule  providing  a  connection  charge  of 
$2.00  per  meter  for  installations  connected  for  a  period  of  three  months. 
The  Commission  changes  this  rule  to  provide  a  charge  of  $2.50  per 
month  per  meter  to  be  made  for  all  installations  connected  for  a  period 
of  four  months  or  less. 

(The  rates  prescribed  by  the  Commission  will  be  given  in 
next  week's  Bate  Research.) 

MICHIGAN 

225.1— Filing  of  Schedules. 

Filing  of  Rate  Schedules  of  Electric  Companies.  Order  of  the 
Michigan  Railroad  Commission,  Prescribing  Rules  and  Regulations. 
Effective  January  1,  1916. 

The  Michigan  Railroad  Commission  has  adopted  and  issued  regula- 
tions prescribing  I  the  form  and  governing  the  construction  and  filing 
of  electric  light  and  power  rate  schedules,  which  are  effective  as  of 
January  1,  1916. 

PHILIPPINE  ISLANDS 

460— Value  of  the  Service. 

Manila  Railroad  Company,  Apphcation  For  Authority  to  Put  in 
Effect  a  Special  Cormnodity  Tariff  on  Sugar  Cane.  Decision  of  the 
Board  of  Public  Utility  Commissioners,  Philippine  Islands,  Dismiss- 
ing the  Apphcation.     November  20,  1915. 

The  Railroad  Company  proposed  a  special  rate  for  shipments  of  sugar 
cane.  The  Board,  in  passing  upon  the  rate,  bases  its  conclusions  upon 
the  answers  to  the  following  questions: 
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"(1)  Does  the  proposed  rate  reimburse  the  Railroad  Company  for 
its  actual  out-of-pocket  expense  in  moving  the  traffic? 

"(2)     Will  the  traffic  bear  a  higher  rate?" 

The  Board  finds  that  the  proposed  rate  would  not  contribute  anything 
''either  towards  the  fixed  charges  of  the  Manila  Railroad  Company  or 
towards  that  portion  of  the  Company's  operating  expenses  which  are 
independent  of  the  traffic  moved,"  and  that  "it  is  extremely  doubtful 
whether  the  rate  proposed  is  sufficient  to  cover  the  actual  out-of-pocket 
expense." 

"If,  then,  the  traffic  will  bear  a  higher  rate  we  are  very  clear  on  the 
proposition  that  the  proposed  rate  should  not  be  permitted  to  go 
into  effect." 

The  Board  then  estimated  the  total  cost  of  the  sugar  manufacturing 
industry  up  to  the  time  the  product  is  delivered  at  New  York,  and 
finds  that,  at  the  average  price  for  sugar  in  the  New  York  market, 
the  traffic  can  bear  the  rates  for  shipment  on  the  Manila  Railroad  at 
present  in  effect.  The  application  for  authority  to  put  in  effect  the 
lower  rate  is,  therefore,  dismissed. 


CALIFORNIA 

312.7— Donated  Property. 

Granada  Park  Water  Committee  v.  San  Gabriel  Valley  Water 
Company.  Investigation  to  Determine  Reasonable  Rates  for  Water 
Service.  Decision  of  the  California  Railroad  Commission,  Fixing 
Rates.     November  20,  1915. 

At  the  hearing  on  the  valuation  of  the  Company's  property  to  be  used 
as  a  basis  for  determining  reasonable  rates  for  water  service  in  the  city 
of  Alhambra,  the  representative  for  the  city  urged  that  the  va,lue  of 
all  donated  pipe  should  be  excluded  as  an  element  of  value  for  the 
purpose  of  this  proceeding.  The  pipe  was  installed  and  paid  for  by 
real  estate  companies  to  serve  particular  sections  in  which  they  were 
interested,  and  this  property  was  later  deeded  to  the  water  company. 
These  pipe  lines  are  serving  only  a  small  number  of  consumers,  and  it 
was  contended  it  would  not  be  just  to  make  the  consumers  at  large 
bear  the  expense  of  these  extensions. 

The  Commission  says: 

"Although  these  pipes  were  expressly  donated  to  the  company,  they 
are  now  the  property  of  the  water  company  and  as  such  the  company 
is  entitled  to  a  return  on  their  fair  value.  On  the  other  hand,  the 
use  value  is  not  measured  by  an  estimate  of  cost  for  there  are  a 
number  of  these  pipe  lines  that  have  only  one  consumer  for  a  large 
investment,  and  it  is  obviously  unfair  to  permit  it  to  become  a 
burden  upon  the  remainder  of  the  system." 
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132 — Protection  from  Competition. 

Application  of  Percy  W.  Markham,  For  Permission  to  Furnish  Electric 
Service  in  the  City  of  Browning.  Decision  of  the  Missouri  Public 
Service  Commission,  Granting  the  Application.     September  21,  1915. 

The  applicant  asked  the  Commission  for  a  certificate  of  convenience 
and  necessity  permitting  the  furnishing  of  electric  service  in  the  City 
of  Browning  in  accordance  with  franchises  granted  by  the  city  and  the 
county  of  Linn.  The  Browning  Light  and  Plumbing  Company,  a 
utility  furnishing  acetylene  lighting  service  in  the  city  of  Browning, 
was  granted  leave  to  intervene  and  the  intervener  contends  that  the 
applicant  should  not  be  permitted  to  establish  electric  service  in  com- 
petition with  the  lighting  service  from  its  acetylene  gas  plant.  The 
Commission  says: 

"It  is  the  policy  of  the  Commission  where  a  utility  has  the  occu- 
pancy of  a  field  and  is  giving  adequate  service  at  reasonable  rates  to 
protect  that  utility  from  encroachment  by  a  utility  undertaking  to 
furnish  the  same  kind  of  service.  However,  in  this  case  that  rule 
cannot  be  said  to  apply.  The  applicant  does  not  propose  to  install 
an  acetylene  plant  in  competition  with  the  intervener,  but  proposes 
to  install  an  electric  plant.  The  intervener,  as  now  engaged,  only 
undertakes  to  furnish  lighting  service.  The  applicant  proposes  to 
furnish  electric  energy  for  light,  heat  and  power.  The  testimony 
tends  to  show  there  would  be  some  demand  for  power  ser\ace  from 
the  applicant  at  Browning.  Applicant  further  proposes  to  furnish 
continuous  night  and  day  service.  The  public  at  Browning  should 
not  be  denied  the  many  advantages  afforded  by  electric  service 
because  intervener  is  already  there  engaged  in  furnishing  lights  with 
acetylene." 

REFERENCES 
RATES 

614 — Heating  and  Cooking. 

Features  of  the  Milwaukee  Rate  Schedule — ^An  Active  Room 
Rate,  with  Energy  Charges  of  11,  5  and  2  Cents  per  K.  W.  H. 
Electrical  World,  December  25,  1915,  p.  1431. 

An  explanation  is  given  of  the  schedule  of  charges  for  residence"  service  of  the 
Milwaukee  Electric  Railway  and  Light  Company,  (For  the  complete  schedule  see 
7  Rate  Research  387).  For  all  monthly  consumption  in  excess  of  7  kilowatt- 
hours  per  active  room  the  tertiary  charge  is  2  cents  per  kilowatt-hour.  Under 
this  rate  the  company  is  making  a  campaign  on  electric  cooking.  It  is  estimated 
that  practically  all  energy  over  and  above  that  used  for  illumination  and  general 
purposes  will  be  purchased  at  2  cents  per  kilowatt-hour.  It  is  pointed  out  that  the 
manner  of  counting  the  active  rooms  gives  the  tenant  of  a  small  apartment  a  com- 
paratively lower  rate  than  that  paid  by  the  mansion  owner.  This  arrangement 
of  the  schedule,  it  is  thought,  will  tend  to  encourage  the  use  of  household  appli- 
ances and  electric  ranges  among  all  classes  of  customers. 


8         Rate     Research  223 


INVESTMENT  AND  RETURN 

352— Expense. 

Recording  Unexpected  Losses.  Editorial,  Electrical  World,  Decem- 
ber 25,  1915,  p.  1403. 

It  is  suggested  that  public  utilities  should  keep  complete  records  of  unusual  losses, 
such  as  losses  caused  by  storms,  which  cannot  be  forecasted  and  provided  for 
with  any  degree  of  accuracy.  Such  records  should  be  as  complete  as  possible 
and  should  include  a  conservative  estimate  of  missed  revenue  as  well  as  the  extra 
expenditures.    They  will  be  found  useful  in  rate-making  cases. 

PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation — Law  and  Practice. 

The  Development  of  the  True  Function  of  the  Commission,  by 
William  J.  Hagenah.  Electrical  World.  January  1,  1916.  p.  16. 
2  pages. 

In  a  review  of  commission  regulation  for  the  year,  1915,  the  writer  concludes 
that  there  has  been  a  great  improvement  in  the  accuracy,  efficiency  and  justice 
of  the  work  of  regulating  commissions.  There  is  a  better  understanding  of  the 
practical  problems  of  utility  operation  which  has  been  aided  by  the  greatly  changed 
attitude  of  the  utilities  with  respect  to  public  regulation  and  a  desire  for  closer 
co-operation  with  the  public.  Confusion  in  regulation  due  to  conflicting  opinions 
of  courts  and  commissions  has  been  lessened  or  removed  on  certain  matters  by 
the  decisions  of  the  highest  courts.  Conditions  in  the  industry  are  such  as  to 
warrant  a  feeling  of  a  greater  degree  of  assurance  on  the  part  of  the  utilities  than 
at  any  previous  time. 

230 — Complaints. 

Editorial.     The  Gas  Age.    January  1,  1916.     p.  3. 

The  editorial  cites  a  case  in  which  a  complaint  regarding  a  company's  rates  was 
made  to  a  commission.  The  commission  set  a  time  for  a  hearing  and  ordered 
the  company  to  prepare  data,  which  it  did  at  considerable  expense.  At  the 
hearing  not  a  representative  of  the  complainants  appeared.  The  point  is  made 
that  a  public  utility  corporation  should  not  be  put  to  expense  and  trouble  to 
present  a  case  at  such  a  hearing  unless  the  hearing  is  a  genuine  one.  It  would 
seem  that  the  commission  could  make  a  preliminary  investigation  before  imposing 
upon  a  company  the  work  and  expense  of  preparing  for  a  formal  hearing. 

222 — ^Accounts. 

A  Complete  Accounting  System  for  Gas  Properties,  by  Le  Roy 
Allison.     The  Gas  Age.     January  1,  1916.     p.  17.    4|  pages. 

An  accounting  classification  for  gas  companies  which  has  been  developed  to 
represent  the  best  practice  of  companies  and  commissions  is  given  in  the  article. 

GENERAL 

900— General. 

Finance,  Commerce  and  Public' Policy.  Electrical  World.  January 
1,  1916.     p.  9.     9  pages. 

In  its  first  number  for  the  New  Year,  the  Electrical  World  presents  a  survey  of 
the  business  conditions  of  the  industry  for  1915,  including  contributions  on  foreign 
commerce,  the  domestic  market,  commission  regulation,  and  the  engineer  in 
public  service.  The  articles  contributed  are:  The  International  Opportunity 
Opened  to  America,  by  Charles  A.  Stone;  The  Electrical  Engineer  in  the  Nation's 
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Service,  by  Frank  J.  Sprague;  European  Electrical  Manufacturing  Conditions  and 
Our  Trade,  by  Maurice  Coster;  Statistics  of  American  Electrical  Industries  in 
1915,  by  T.  C.  Martin;  Ivnowledge  of  Costs  as  a  Basis  for  Manufacturing  Advance, 
by  Edward  N.  Hurley;  and  The  Development  of  the  True  Function  of  the  Com- 
mission, by  William  J.  Hagenah. 

COURT  DECISION  REFERENCES 

244— Rehearings  and  Appeal. 

Louisville  &  N.  R.  Co.,  et  al.  v.  United  Statps,  et  al.  Decision  of 
the  District  Court,  M.  D.,  Tennessee,  Nashville  Division.  September 
18,  1915.     227  Federal  258. 

In  an  action  reviewing  an  order  of  the  Interstate  Commerce  Commission,  the 
court  says: 

"It  is  well  settled,  on  the  one  hand,  that  a  conclusion  of  the  Commission  upon 
a  question  of  fact,  such  as  the  reasonableness  of  a  rate  or  the  giving  of  a  prefer- 
ence, whose  correctness  depends  wholly  upon  a  consideration  of  the  weight 
to  be  given  evidence  before  it,  will  not  be  reviewed  by  the  court;  and,  on  the 
other  hand,  that  a  conclusioir  which  plainly  involves,  under  the  undisputed 
facts,  an  error  of  law,  or  which  is  shown  to  be  supported  by  no  substantial 
evidence  or  to  be  contrary  to  the  indisputable  character  of  the  evidence, 
thereby  likewise  involving  an  error  of  law,  will  be  so  reviewed.  Pennsylvania 
Co.  V.  United  States,  236  U.  S.  351,  361,  35  Sup.  Ct.  370,  59  L.  Ed.  — ;  Louisville 
Railroad  v.  United  States  (D.  C.)  216  Fed.  672,  679  (three  judges),  and  cases 
therein  cited." 

831— Purchase  by  Municipality. 

State  ex  rel.  Wisconsin  Traction,  Light,  Heat  &  Power  Co.,  v. 
Circuit  Court,  Winnebago  County.  Decision  of  the  Supreme 
Court  of  Wisconsin.     December  7,  1915.     155  Northwestern  139. 

The  Wisconsin  Traction  Light,  Heat  &  Power  Company  has  an  electric  power 
plant  at  Appleton,  Neenah~  and  Menasha.  The  city  of  Menasha  is  seeking  to 
condemn  the  property  of  the  electric  utility  located  within  its  corporate  limits. 
It  does  not  contemplate  taking  power  from  the  Appleton  plant  as  it  has  a. power 
plant  of  its  own.  The  company  claims  that  the  city  cannot  dismember  its  plant 
and  take  only  a  portion,  in  this  case  a  small  portion,  of  its  system.  Appeal  to  the 
Supreme  Court  was  taken  from  a  judgment  in  the  Cricuit  Court,  Winnebago  County 
which  was  favorable  to  the  condemnation  proceedings.  The  finding  of  the 
Supreme  Court,  however,  is  that  the  city  of  Menasha  has  the  power  to  condemn 
as  proposed.  The  city  granted  the  company  a  franchise  which  constituted  it  a 
public  utility  in  Menasha,  and  it  was  an  entity  though  owned  and  operated  in 
connection  with  other  public  utilities.  The  change  of  its  franchise  to  a  com- 
pulsory indeterminate  permit  did  not  affect  its  separate  entity.     The  court  says: 

"At  the  time  the  public  utility  law  was  passed  it  was  common  knowledge  that 
a  central  power  plant  ofter  supplied  two  or  more  utilities  in  different  munici- 
palities. The  law  did  not  intend  to  and  did  not  put  such  utilities  upon  a 
different  basis  as  to  condemnation  than  those  having  their  own  power  plants, 
and  hence  it  provided  that  the  existing  plant  of  any  utility  may  be  separately 
condemned  irrespective  of  its  physical  connection  with  othei' utilities.  Under 
the  old  law  utilities  were  granted  franchises  by  municipalities;  imder  the 
present  law  they  are  granted  certificates  of  convenience  and  necessity  by  the 
Railroad  Commission.  Each  when  operating  under  its  grant  or  the  substituted 
indeterminate  permit  constitutes  a  complete  separate  public  utility,  subject 
to  condemnation  by  the  municipality  originally  granting  the  franchise  or  for 
which  the  certificate  of  convenience  and  necessity  was  granted,  irrespective 
of  the  fact  that  it  may  be  owned  or  operated  in  conjunction  with  other  utilities. 
Any  other  construction  would  nullify  the  statutory  definition  of  a  public 
utility." 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


COMMISSION  DECISIONS 
COLORADO 

300 — Investment  and  Return. 

Colorado  Springs  Light,  Heat  and  Power  Company,  Colorado 
Springs  (Population,  29,078),  Investigation  to  Determine  the  Reason- 
ableness of  the  Rates  For  Gas  and  Electricity.  Decision  of  the 
Colorado  Public  Utilities  Commission,  Fixing  Rates.  December 
15,  1915. 

The  holdings  of  the  Commission  on  valuation  and  rate  of  return  were 
given  in  last  week's  Rate  Research  (8  Rate  Research  216.) 

720— Rate  Schedules. 

The  rates  prescribed  by  the  Commission  for  electric  service  and  made 
effective  as  of  January  1,  1916,  are  as  follows: 

RESIDENCE  LIGHTING. 
Rate. 

10  cents  per  kilowatt-hour  for  all  current  consumed  during  the  month. 
Prompt  Payment  Discount. 

A  discount  of  15  per  cent  on  all  current  used  will  be  allowed  on  all  bills  paid 
on  or  before  10  days  from  their  respective  dates. 

Minimum  Charge. 

The  consumer  agrees  to  pay  the  company  a  minimum  charge  of  not  less  than 
11.00  per  month  per  meter  connected. 

Terms  and  Conditions. 

The  consumer  agrees  to  be  responsible  for  service  rendered  until  three  days 
after  written  notice  is  mailed  or  delivered  to  the  company's  office  of  the  with- 
drawal of  the  application  for  service. 

The  consumer  agrees  not  to  use  the  current  for  any  purpose  other  than  as 
provided  in  this  application,  nor  to  change  the  size  or  number  of  lamps  or 
devices  without  first  having  obtained  the  written  consent  of  the  company. 

Editorial  Note — All  indented  matter  is  direct  quotation. 
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The  consumer  agrees  that  no  other  electrical  service  shall  be  introduced  in 
connection  with  the  equipment  supplied  hereunder,  without  previous  written 
consent  of  the  company. 

In  case  the  consumer  fails  to  comply  with  the  terms  of  the  application  or  the 
rules  of  the  company,  the  company  may,  on  15  days'  written  notice  terminate 
this  agreement,  discontinue  its  service,  and  remove  its  property. 


COMMERCIAL  LIGHTING. 

Bate. 

9  cents  per  kilowatt-hour  for  the  first  30  hours'  average  use  per  month  of  the 
maximum  demand. 

4  cents  per  kilowatt-hour  for  the, next  60  hours'  average  use  per  month  of  the 
maximum  demand. 

2  cents  per  kilowatt-hour  for  all  current  consumed  in  excess  of  90  hours'  average 

use  per  month  of  the  maximum  demand. 

Determination  of  Maximum  Demand. 

The  total  installation  is  to  be  determined  by  an  actual  inspection  upon  the 
premises,  but  no  maximimi  demand  is  to  be  figured  as  less  than  500  watts. 

The  maximum  demand  shall  be  figured  as  70  per  cent  of  the  total  installation, 
not  including  irons,  heating  devices,  vacuum  cleaners,  fans  and  small  utility 
motors  not  exceeding  one-fourth  horse-power  in  size. 

Prompt  Pajrment  Discount. 

A  discount  of  1  cent  per  kilowatt-hour  on  the  consumption  billed  at  9  cents, 
will  be  allowed  on  all  monthly  bills  paid  on  or  before  10  days  after  their  respec- 
tive dates. 

IWfiniTmiTn  Charge. 

The  consumer  agrees  to  pay  the  company  a  minimum  charge  of  not  less  than 
$1.00  i>er  month  per  kilowatt  connected. 

Terms  and  Conditions. 

The  terms  and  conditions  are  the  same  as  in  the  schedule  for  residence  lighting, 
except  that  the  first  provision  is  changed  to  read  as  follows: 

The  consumer  agrees  to  be  responsible  for  service  rendered  until  15  days  after 
notice  in  writing  is  mailed  or  delivered  to  the  company's  office  of  the  with- 
drawal of  the  application  for  service. 


GENERAL  POWER  SERVICE. 

Bate. 

6.66  cents  per  kilowatt-hour  for  the  first  30  hours'  average  monthly  use  of  the 
maximum  demand. 

3  cents  p)er  kilowatt-hour  for  the  next  60  hours'  average  monthly  use  of  the 
maximum  demand. 

1  cent  per  kilowatt-hour  for  all  current  consumed  in  excess  of  90  hours'  average 
monthly  use  of  the  maximum  demand. 

Determination  of  MarimTim  Demand. 

The  maximum  demand  shall  be  computed  as  90  per  cent  of  the  full  load  rating 
of  motor  or  motors,  but  no  maximum  demand  shall  be  figured  as  less  than 
500  watts.  For  installations  in  excess  of  15  horse-power,  where  individual 
drive  is  used,  the  maximum  demand  shall  be  figured  as  50  per  cent  of  the  full 
load  rating  of  the  motors  and  other  energj'  consuming  devices. 
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Prompt  Pajnuent  Discoiint. 

A  discount  of  10  per  cent  on  the  consumption  billed  at  the  6.66  cent  rate  will 
be  allowed  on  monthly  bills  paid  on  or  before  10  days  after  their  respective 
dates. 

Minimum  Charge. 

The  consumer  agrees  to  pay  the  company  a  minimum  monthly  charge  of  $1.50 
for  the  first  two  horse-power  or  less,  and  75  cents  for  each  additional  horse- 
power or  fraction  thereof.  For  installations  in  excess  of  15  horse-power, 
using  individual  drive,  the  minimum  monthly  charge  will  be  based  on  50%  of 
the  connected  load  in  horse-power. 

Terms  and  Conditions. 

The  terms  and  conditions  are  the  same  as  in  the  schedule  for  commercial 
lighting. 

DIRECT  CURRENT  POWER  SERVICE. 
Rate. 

7  cents  per  kilowatt-hour  for  the  first  30  hours'   average  monthly  use  of 

maximum  demand. 

3  cents  per  kilowatt-hour  for  the  next  60  hours'   average  monthly  use  of 

maximum  demand. 

1  cent  per  kilowatt-hour  for  all  current  consumed  in  excess  of  90  hours'  average 

monthly  use  of  the  maximum  demand. 

Determination  of  Maximum  Demand. 

The  maximum  demand  shall  be  determined  in  the  same  manner  as  for  general 
power  service. 

Prompt  Payment  Discount. 

A  discount  of  10  per  cent  on  the  consumption  billed  at  the  7  cent  rate  will  be 
allowed  on  monthly  bills  paid  on  or  before  10  days  after  their  respective  dates. 

Minimum  Charge. 

The  minimum  charge  for  this  class  of  service  shall  be  determined  in  the  same 
manner  as  for  general  power  service. 

Terms  and  Conditions. 

The  terms  and  conditions  for  this  class  of  service  shall  be  the  same  as  for 
general  power  service. 

The  company  reserves  the  right  to  discontinue  direct  current  service,  at  any 
time,  upon  the  approval  and  consent  of  the  State  Public  Utilities  Commission 
of  Colorado. 

LARGE  LIGHT  AND  POWER  SERVICE. 

Rate. 

Demand  Charge. 

$2.25  per  kilowatt  per  month  for  installations  having  a  maximum  demand  of 
30  kilowatts  or  more;  plus  an 
Energy  Charge  of 

1  cent  per  kilowatt-hour  for  all  energy  used. 

Determination  of  Maximum  Demand. 

The  consumer's  maximum  demand  is  to  be  determined  by  a  maximum  demand 
meter  to  be  read  monthly. 

Prompt  Pajrment  Discount. 

A  discount  of  25  cents  per  kilowatt  from  the  demand  charge  will  be  allowed  on 
monthly  bills  paid  on  or  before  10  days  after  their  respective  dates. 
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Minimum  Charge. 

The  consumer  must  guarantee  a  maximum  demand  of  30  kilowatts  and  agree 
to  pay  a  minimum  maximum  demand  charge  of  $60.00  per  month. 

ALTERNATING  CURRENT,  UNTRANSFORMED. 

Rate. 

Demand  Charge. 

$1.25  per  month  per  kilowatt  of  maximum  demand,  plus  an 

Energy  Charge  of 

.5  cent  per  kilowatt-hour  for  all  energy  used. 

Minimum  Charge. 

The  consumer  must  guarantee  a  minimimi  maximum  demand  of  1,000  kilowatts 
and  a  minimum  demand  charge  of  $1,250  per  month. 

Term  of  Contract. 

Five  years,  and  thereafter  until  30  days  after  the  receipt  by  the  company  of 
a  written  notice  from  the  consumer  to  discontinue  the  service. 


EMERGENCY  OR  BREAKDOWN  SERVICE. 
Rate. 

Demiand  Charge. 

$1.00  per  month  per  kilowatt  of  maximum  demand  contracted  for,  plus  an 

Energy  Charge  of 

6  cents  per  kilowatt-hour  for  all  energy  consumed. 

Prompt  Payment  Discount. 

A  discount  of  10%  will  be  allowed  on  monthly  bills  paid  on  or  before  10  days 
from  their  respective  dates. 

Minimum  Charge. 

The  demand  charge  of  $1.00  per  month  per  kilowatt  of  maximum  demand  is 
the  minimum  monthly  charge. 

Term  of  Contract. 

One  year,  and  thereafter  until  15  days  after  the  receipt  by  the  company  of 
written  notice  from  the  consimier  to  discontinue  the  service. 

Terms  and  Conditions. 

The  company  may  at  any  time  install  special  apparatus  to  limit  the  demand 
of  the  consumer  to  the  maximum  demand  contracted  for. 


MUNICIPAL  STREET  LIGHTING. 

Rate. 

AU  Night  Schediile. 

$66.00  per  lamp  per  year  for  7.5  ampere  series  A.  C.  arcs. 

$24.00  per  lamp  per  year  for  80  c.  p.  series  mazdas. 

$24.00  per  lamp  per  year  for  Police  alley  lamps,  80  c.  p. 

$45.00  per  lamp  per  year  for  150  watt  series  mazdas. 

$2.00  per  lamp  per  month  for  80  c.  p.  series  mazdas,  burning  from  dusk  to 

midnight,  during  the  summer  season. 

$0.03  net  per  kilowatt-hour  for  ornamental  street  lighting. 
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Terms  and  Conditions. 

The  company  will,  except  in  the  case  of  ornamental  street  lighting,  furnish 
all  lamps,  wires  and  other  equipment  required  in  rendering  municipal  street 
lighting  service,  and  will  maintain  and  operate  the  same. 

Bills  are  to  paid  in  equal  monthly  installments  at  the  end  of  each  month. 

Other  schedules  are  given  for  Sign  and  Display  Lighting,  Refrigeration 
and  Off-Peak  Power  Service,  Irrigation  Service,  Large  Hotels — Light 
and  Power,  and  Reduction  Mills. 


INDIANA 


720— Rate  Schedules. 


Rochester  Electric  Light,  Heat  and  Power  Company,  Rochester, 
Indiana  (Pop.  3,364).  Application  For  Authority  to  Put  in  Effect 
a  Reduced  Schedule  of  Rates  For  Electric  Service.  Decision  of  the 
Indiana  Public  Service  Commission,  Granting  the  Application. 
December  10,  1915. 

The  Rochester  Electric  Light,  Heat  and  Power  Company  submitted  a 
schedule  of  rates  for  electric  service  to  the  Commission  for  its  approval. 
Upon  the  finding  that  the  new  schedules  constitute  a  reduction  in 
rates,  the  Commission  authorizes  the  company  to  put  the  new  rates 
in  effect.     The  rates  are  as  follows: 


LIGHTING  RATES. 
Rate. 

10  cents  per  kilowatt-hour  for  the  first  oO  kilowatt-hours  used  per  month. 
5  cents  per  kilowatt-hour  for  all  excess. 

Minimum  Charge. 

50  cents  per  month  per  customer. 

COOKING  RATES. 
Rate. 

10  cents  per  kilowatt-hour  for  the  first  10  kilowatt-hours  used  per  month. 
25  cents  per  kilowatt-hour  for  all  excess. 

Minimum  Charge. 

50  cents  per  month  per  customer. 

POWER  RATES. 
Rate. 

For  consumption  up  to  4000  kilowatt-hours  per  month — 
4  cents  per  kilowatt-hour  for  the  first  1000  kilowatt-hours  used  per  month. 
2  cents  per  kilowatt-hour  for  all  excess. 
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For  consumption  of  4000  kilowatt-hours  and  over  per  month — 
2^  cents  per  kilowatt-hour  for  all  current  consumed. 

Minimum  Charge. 

50  cents  per  horse-power  per  month  for  the  first  10  horsepower  or  less  installed. 

CALIFORNIA 

300 — Investment  and  Return. 

Leggett  et  al.  v.  Bear  Gulch  Water  Company,  Complaint  Re- 
garding Rates  and  Service.  Decision  of  the  California  Railroad 
Commission,  Equalizing  Rates.     November  23,  1915. 

Under  a  certain  deed  between  a  consumer  and  the  water  company, 
and  for  consideration  received,  the  company  agreed  to  furnish  the 
consumer,  his  heirs  and  assigns,  forever,  without  charge,  such  water 
as  is  necessary  for  certain  specified  uses. 

Commissioner  Loveland,  writing  the  opinion,  says: 

"I  am  of  the  opinion  that  when  a  free  use  of  any  such  commodity  is 
furnished  in  return  for  property  used  by  a  public  utility  (which 
clas3  of  property  was  the  consideration  in  this  particular  case), 
such  free  use  being  a  continuing  use,  a  value  should  be  placed  upon 
the  property  so  acquired  by  the  utility,  independent  of  the  arrange- 
ments made  for  this  continuing  use,  and  if  the  property  so  involved 
and  valued  is  necessary  to  the  operation  of  the  utility,  it  should  be 
considered  a  portion  of  the  entire  value  of  the  utility's  plant,  and 
the  commodity  delivered  for  the  service  rendered  annually  under 
such  arrangements,  should  be  computed  at  the  same  rate  as  other 
services  of  like  nature  and  considered  as  part  and  parcel  of  the 
utility's  income." 

CALIFORNIA 

224.2— Contracts. 

SusANViLLE  Water  Works,  Application  For  an  Order  Establishing 
Reasonable  Rates  For  Water  Service.  Decision  of  the  California 
Railroad  Commission,  Fixing  Rates.    November  18,  1915. 

At  the  investigation  to  determine  reasonable  rates  for  the  Susanv'ille 
Water  Works,  the  question  arose  as  to  whether  or  not  the  town  should 
pay  for  its  fire  protection  service.  It  appears  that  the  town  has  re- 
ceived free  fire  protection  service  since  1884  imder  a  contract  according 
to  the  terms  of  which  the  fire  commissioners  of  the  town  were  to  pur- 
chase pipe,  attach  and  lay  mains  throughout  the  town  for  the  use  of 
the  company,  and  the  company  agreed  to  keep  the  mains  in  good  and 
sufficient  repair  and  to  furnish  the  "fire  commissioners,  and  their  sue- 
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cessors  in  office,  free  liberty  and  license  to  use  said  waters  throughout 
said  town  at  any  and  all  times  when  fires  are  raging,  free  of  charge." 

"This  Commission  is,  of  course,  not  bound  by  contracts  of  this  kind 
made  prior  to  the  passage  of  the  Public  Utilities  Act,  but  even  if  it 
were  so  bound  we  find  that  in  this  case  the  fire  commissioners  did 
not  fulfill  the  terms  of  their  contract,  in  that  they  never  attempted 
to  lay  mains  throughout  the  town.     .     .     . 

"We  find  that  under  all  the  circumstances  the  town  is  not  now, 
either  legally  or  equitably,  entitled  to  free  fire  protection  service." 

The  Commission  in  its  order  includes  rates  for  fire  hydrants. 


CALIFORNIA 
129.3— Refusal  of  Service. 

Miller  v.  The  Pacific  Telephone  and  Telegraph  Company,  Asking 
That  the  Company  Be  Required  to  Furnish  Service.  Decision  of  the 
California  Railroad  Commission,  Dismissing  the  Complaint.  No- 
vember 22,  1915. 

The  complainant  claimed  that  the  service  rendered  by  the  defendant 
company  was  unsatisfactory  and  refused  to  pay  bills  rendered  therefor. 
Service  was  accordingly  discontinued.  The  complainant  applied  for 
reconnection,  but  the  company  refused  to  reconnect  until  the  out- 
standing bills  were  paid.  Thereupon  the  complainant  rendered  a  bill 
against  the  company  for  an  amount  claimed  to  be  due  for  the  use  of 
certain  of  his  property  by  the  defendant  for  the  purpose  of  attaching 
its  wires  used  in  pronding  ser%ice  to  complainant  and  other  of  the 
company's  patrons.  The  matter  was  brought  to  the  Commission  for 
settlement  and  the  Commission  says : 

"As  to  the  settlement  of  the  complainant's  bill  against  defendant, 
this  is  clearly  a  matter  for  the  courts  and  one  over  which  this  Com- 
mission does  not  have  jurisdiction. 

"As  to  the  restoration  of  service  and  the  settlement  of  the  defendant's 
bill  against  the  complainant  for  service  previously  rendered,  the 
complainant  should  not  be  denied  service  if  service  can  be  reason- 
ably provided,  and  if  the  defendant's  charges  are  paid  and  its  rules 
and  regulations  complied  with  on  the  part  of  complainant.  Com- 
plainant, however,  has  refused  to  pay  for  service  heretofore  rendered, 
on  account  of  which  refusal,  service  was  discontinued,  and  has 
failed  absolutely  to  produce  any  evidence  to  show,  either  that  the 
defendant  has  not  provided  reasonably  satisfactory  service  or  that 
its  charges  for  the  service  rendered  are  unreasonable  or  unjust. 
On  the  contrary,  it  appears  from  the  evidence  that  the  defendant, 
in  its  efforts  to  satisfy  the  complainant  in  the  past,  has  unquestion- 
ably gone  to  far  greater  length  in  this  respect  than  it  could  reason- 
ably be  required  to  go  in  general  practice." 
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It  is  held  that  the  company  cannot  be  required  to  provide  the  service, 
except  upon  the  payment  by  the  complainant  of  defendant's  charges 
and  upon  compliance  with  its  reasonable  rules  and  regulations,  and 
the  complaint  is  dismissed. 

COLORADO 

226.2 — Extension  of  Service. 

Mountain  States  Telephone  and  Telegraph  Company,  Investiga- 
tion to  Determine  The  Necessity  For  Construction  of  a  Certain  Ex- 
tension of  Telephone  Service.  Decision  of  the  Colorado  Public 
Utilities  Commission,  Ordering  the  Extension.     December  18,  1915. 

Certain  cities  and  towns  of  Colorado  are  without  adequate  telephone 
service  and  have  no  toll  connection  with  the  trade  centers  of  the  state. 
These  communities  desire  an  extension  of  service  from  the  Mountain 
States  Telephone  and  Telegraph  Company.  The  Company  introduced 
testimony  to  show  that  the  investment  in  the  extension  would  not 
immediately  earn  a  fair  return.     The  Commission  says: 

"We  are  of  the  opinion  that  this  is  not  the  test,  and  that  the  De- 
fendant corporation,  having  the  advantages  of  a  natural  monopoly 
within  the  boundaries  of  this  State,  should  make  every  effort  to 
serve  all  communities  within  the  State,  and,  in  this  way  make  its 
service  of  greater  value  to  its  present  subscribers  and  to  the  State  of 
Colorado  at  large." 

CALIFORNIA 

132 — ^Protection  from  Competition. 

Great  Western  Power  Company,  Application  For  Certificate  of 
Convenience  and  Necessity.  Decision  of  the  California  Railroad 
Commission,  Denying  the  Application.     November  18,  1915. 

The  Great  Western  Power  Company  applied  for  a  certificate  of  con- 
venience and  necessity  permitting  the  exercise  of  certain  franchise 
right's  in  the  county  of  Contra  Costa.  The  applicant  proposes  to 
extend  its  line  a  distance  of  approximately  2,500  feet  to  enable  it  to 
serve  the  plant  of  the  Western  Grain  and  Sugar  Products  Company, 
a  large  user  of  electric  energy.  The  company  is  at  present  served  by 
the  Pacific  Gas  and  Electric  Company.     The  Commission  says: 

"Under  the  circumstances  I  consider  it  necessary  that  applicant 
show  that  public  convenience  and  necessity  require  its  extension  to 
serve  the  Western  Grain  and  Sugar  Products  Company.  It  did  not 
do  this  as  is  apparent  from  the  fact,  first,  that  the  consumer  is  at 
present  served,  that  the  service  is  satisfactory  and  that  the  rates  to 
be  charged  are  the  same  as  those  proposed  by  the  Pacific  Gas  and 
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Electric  Company,  and  second,  that  the  applicant  apparently  does 
not  ask  to  serve  the  general  public.     .     .     . 

"The  fact  that  the  applicant  has  only  served  a  few  isolated  large 
power  consumers  in  this  general  portion  of  Contra  Costa  County, 
would  tend  to  show  conclusively  that  it  has  not  held  itself  out  to 
serve  the  general  public,  but  contents  itself  with  taking  the  cream 
of  the  business.  In  this  application  it  does  not  ask  for  the  right  to 
serve  the  district  in  general,  but  in  reahty  to  take  a  large  consumer 
from  a  competing  company.  The  neglect  of  applicant  to  take 
active  steps  to  renew  its  rights  of  extension  in  this  territory  and  the 
fact  that  it  has  not  apparently  attempted  to  serve  the  general  public 
under  its  franchise,  together  with  its  request  to  serve  the  one  con- 
sumer only,  appears  to  me  sufficient  proof  that  it  has  not  and  is  not 
now  holding  itself  out  to  serve  the  entire  territory  and  has  not 
prosecuted  the  serving  of  the  public  with  reasonable  diligence." 

The  application  is  denied. 

CALIFORNIA 

221.1— Issue  of  Stocks  and  Bonds. 

Oakland,  Antioch  and  Eastern  Railway,  Application  For  Authority 
to  Issue  Certain  Notes  and  Bonds.  Decision  of  the  California 
Railroad  Commission,  Authorizing  An  Issue  of  Securities  and  Fixing 
Terms  and  Conditions.     November  20,  1915. 

The  applicant  has  incurred  a  deficit  in  the  operation  of  its  property, 
and  its  present  indebtedness  and  interest  obUgations  are  beyond  its 
ability  to  pay.  In  order  to  avoid  receivership,  the  applicant  proposes 
a  readjustment  of  its  finances  on  a  temporary  basis  pending  a  demon- 
stration of  its  earning  capacity.  The  order  of  the  Commission  author- 
izes an  issue  of  notes  and  an  issue  of  bonds  to  be  sold  for  cash,  or  issued 
in  lieu  of  bond  interest  earned  and  used  by  the  company  for  capital 
purposes.  The  terms  and  conditions  of  the  plan  of  financing  are 
fixed  by  the  Commission. 

While  the  Commission  states  that  the  proceeds  of  the  bonds  and  notes 
are  not  in  whole  or  in  part  chargeable  to  operating  expenses  or  to 
income,  the  opponents  of  the  plan  of  financing  raised  the  question  of 
the  Commission's  right  to  authorize  the  capitalization  of  operating 
expenses. 

"In  support  of  this  contention  the  case  of  People  ex  rel.  Binghamton 
Light,  Heat  and  Power  Company  vs.  Stevens  et  al.,  203  N.  Y.  7.  96 
N.  E.  114,  is  cited  and  this  language  is  quoted  from  that  decision: 

"  'The  contention  of  the  relator  would  enable  any  corporation  to  pay 
for  labor,  fuel  and  other  supplies  constituting  the  most  ordinary  of 
all  operating  expenses  by  the  obligations  extending  less  than  twelve 
months  and  then  apply  from  time  to  time  to  the  Commission  for 
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authority  to  issue  stock  or  bonds  for  the  payment  of  such  obligation 
and  insist  upon  the  same  as  a  matter  of  right  without  Kmit.' 

"Attention  is  called  to  the  Public  Utilities  Act,  Section  52  (b),  the 
relevant  provision  of  which  is  that  a  public  utility  may  issue  securi- 
ties for  the  following  purposes  and  no  others,  namely,  for  the  acquisi- 
tion of  property,  or  for  the  construction,  completion,  extension  or 
improvement  of  its  facilities,  or  for  the  improvement  or  maintenance 
of  its  service,  or  for  the  discharge  or  lawful  refunding  of  its  obliga- 
tions, or  for  the  reimbursement  of  moneys  actually  expended  from 
income  or  from  any  other  moneys  in  the  treasury  of  the  pubhc 
utihty  not  secured  by  or  obtained  from  the  issue  of  stocks  or  stock 
certificates,  or  bonds,  notes  or  other  evidences  of  indebtedness  of 
such  pubUc  utility,  for  any  of  the  aforesaid  purposes  except  main- 
tenance of  service  and  replacements,  in  cases  where  the  appHcant 
shall  have  kept  its  accounts  and  vouchers  for  such  expenditures  in 
such  manner  as  to  enable  the  Commission  to  ascertain  the  amount 
of  moneys  so  expended  and  the  purposes  for  which  such  expenditure 
was  made. 

"It  is  contended  that  the  interpretation  of  the  words  'for  the  im- 
provement or  maintenance  of  its  service'  must  be  narrowed  to  mean 
expenditure  for  improvements  and  additions  which  will  bring  about 
improvement  or  maintenance  of  service. 

"With  this  interpretation  I  can  not  agree.  If  this  narrow  meaning 
be  adopted  the  words  become  entirely  useless  and  add  nothing  to 
the  power  of  the  Commission  already  provided  for  in  the  other 
language  of  this  section. 

"The  reading  of  the  whole  section  makes  it  perfectly  clear  that  the 
legislature  intended  to  place  wide  discretion  in  the  Commission  in 
passing  upon  the  proposed  capitalization  of  pubUc  utility  com- 
panies of  California,  and  among  other  things,  it  seems  clearly  in- 
tended that  the  Commission  in  its  discretion  should  have  power  to 
permit  the  capitalization  of  expenditures  made  in  improving  and 
maintaining  service,  that  is  to  say,  in  actually  operating  the  utility 
for  the  benefit  of  the  public. 

"The  authority  above  noted,  in  my  judgment,  can  not  be  success- 
fully used  to  sustain  the  contention  of  the  protestant.  It  will  be 
noted  upon  a  careful  reading  of  that  decision  that  the  language 
quoted  from  it  is  in  answer  to  the  contention  of  the  utility  company 
that  as  a  matter  of  right,  operating  expenses  could  be  capitalized 
and  the  court  says  in  answer  to  this  that  the  utility  can  not  claim 
this  privilege  as  a  matter  of  right,  and  points  out  the  evils  which 
would  result  if  such  right  were  established. 

"I  am  not  here  contending  that  operating  expenses  or  the  cost  of 
maintaining  service  should  ordinarily  be  capitalized.  In  fact,  I 
believe  only  in  extraordinary  cases  should  this  be  permitted,  but  I 
do  contend  that  the  Commission  has  the  power  in  proper  cases  to 
make  such  authorization." 
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CALIFORNIA 

831— Purchase  by  Municipality. 

City  of  Palo  Alto,  Petition  For  an  Order  Fixing  the  Just  Compensa- 
tion to  Be  Paid  to  Palo  Alto  Gas  Company  For  Its  Property.  Pre- 
liminary Order  of  the  California  Railroad  Commission,  Denying 
The  Company's  Motion  to  Dismiss  the  Proceedings.  November  20, 
1915. 

In  the  proceedings  of  the  City  of  Palo  Alto  for  the  taking  over  of  the 
property  of  the  Palo  Alto  Gas  Company,  the  company  made  a  motion 
to  dismiss  the  petition  of  the  city  on  the  ground  that  the  Commission 
does  not  have  jurisdiction  to  entertain  the  same.  The  company's 
claim  is  based  on  the  terms  of  its  franchise.  The  franchise  provides 
specifically  for  the  taking  over  of  the  property  of  the  gas  company  by 
the  city,  and  the  value  of  the  property  was  to  be  fixed  by  an  arbitration 
committee. 

"The  sole  point  urged  by  Palo  Alto  Gas  Company  in  opposition  to 
this  Commission's  jurisdiction  is  that  Ordinance  No.  105  having  set 
forth  one  method  by  which  the  town  of  Palo  Alto  might  purchase 
the  property  to  be  installed  under  the  franchise,  the  town  of  Palo 
Alto  and  its  successor,  the  city  of  Palo  Alto,  are  precluded  from 
avaiUng  themselves  of  any  different  method.  It  is  urged  that  by 
reason  of  the  provisions  with  reference  to  arbitration  contained  in 
said  ordinance,  the  city  of  Palo  Alto  has  no  power  to  acquire  the 
Palo  Alto  Gas  Company's  property  by  the  exercise  of  the  power 
of  eminent  domain. 

"I  am  unable  to  agree  with  this  contention.  The  town  of  Palo  Alto 
did  not  contract  to  buy  the  property  to  be  installed  under  the  fran- 
chise. The  town  merely  reserved  to  itself  the  option  to  buy  the 
property,  if  it  desired  so  to  do,  at  a  price  to  be  fixed  by  a  board  of 
arbitration. 

"There  is  nothing  in  Ordinance  No.  105  showing  the  slightest  in- 
tention on  the  part  of  the  town  of  Palo  Alto  to  deprive  itself  of  the 
right  at  any  time  to  acquire  by  eminent  domain  proceedings  the 
property  to  be  installed  under  the  franchise. 

"Furthermore,  under  the  uniform  current  authority,  the  town  of 
Palo  Alto  had  no  power  to  contract  away  its  right  to  exercise  the 
power  of  eminent  domain:  Pond,  Public  Utilities,  Section  574, 
McQuillan,  Municipal  Corporations,  Volume  4,  Section  1457;  Lewis, 
Eminent  Domain  (3rd  edition),  Section  406;  15  Cyc.  557. 

"It  being  admitted  that  the  present  proceeding  falls  within  the  pro- 
visions of  Section  47  of  the  public  utiUties  act,  and  the  town  of 
Palo  Alto  having  in  no  way  estopped  itself  from  the  exercise  of  the 
power  of  eminent  domain  and  from  the  fiUng  of  this  proceeding 
under  the  provisions  of  said  Section  47,  I  conclude  that  the  Palo 
Alto  Gas  Company's  contention  that  this  Commission  does  not 
have  jurisdiction  in  this  proceeding  is  not  well  taken." 
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REFERENCES 

INVESTMENT  AND  RETURN 

360 — ^Depreciation. 

Court  Decisions  on  Depreciation,  by  Jacob  H.  Goetz.  Paper 
Read  at  the  Conference  on  Valuation,  Held  Under  the  Auspices  of  The 
Utilities  Bureau,  Philadelphia,  November,  1915.  Pamphlet,  46 
pages. 

A  review  is  given  of  the  holdings  on  depreciation  by  courts  in  rate  cases,  condemna- 
tion and  purchase  cases,  and  tax  cases,  and  depreciation  as  a  factor  in  accounting 
and  in  capitalization.  In  conclusion  the  writer  says:  "The  importance  of  dis- 
tinguishing between  the  various  purposes  of  depreciation  has  not  been  grasped. 
In  the  earlier  rate  cases,  growing  out  of  State  or  local  legislation  or  out  of  deter- 
minations by  supervising  officials,  usually  without  adequate  investigation  or 
relevant  data,  the  public  utilities  were  obligated  to  invoke  the  aid  of  the  courts 
to  prevent  the  confiscation  of  their  property  rights,  and  in  the  decision  of  that 
question  the  Court's  first  inquiry  was:  'What  are  property  rights?'  As  property 
which  by  expiration  had  ceased  to  exist  could  not  be  the  subject  of  confiscation, 
the  courts  with  the  only  object  of  determining  what  property  rights  were  affected, 
soon  adopted  the  method  of  reproduction  cost  less  depreciation  for  ascertaining 
what  the  property  was.  .      .     The  courts  were  not  concerned  with  the  claim 

of  the  investor  to  a  return  upon  the  full  principal  of  his  investment.  Regulating 
bodies,  however,  are  not  confined  to  the  narrow  question  of  confiscation;  they  are 
concerned  also  with  the  rights  of  the  investors  and  the  development  of  enter- 
prises for  public  use.  The  courts  in  reviewing  rate  orders  of  public  service  com- 
missions are  likewise  not  confined  to  the  question  whether  the  rate  results  in 
confiscation  or  denial  of  equal  protection.  .     Not  thus  limited   in   their 

review,  the  courts,  in  appeals  from  decisions  of  Commissions,  have  greater 
opportunity  for  meeting  the  much  felt  need  of  a  definition  of  depreciation  in  order 
that  we  may  understand  its  scope  in  any  aspect,  and  the  formulation  of  rules  as 
to  the  measure  to  be  applied  to  particular  classes  of  cases  in  order  that  each  class 
may  be  governed  by  the  principles  peculiar  to  it." 

360 — Depreciation . 

Pick  Rational  Plant  Units  for  Depreciation  Accounting,  by 
Robert  G.  Klotz.  Engineering  News.  January  6,  1916.  p.  23. 
1|  pages. 

The  article  discusses  as  an  accounting  problem  the  determination  of  what  char- 
acter of  expenditure  shall  constitute  "renewal"  to  be  provided  for  in  the  depre- 
ciation account  and  what  shall  constitute  a  "repair"  to  be  paid  for  out  of  expenses 
and  regarded  as  maintenance.  A  practical,  workable  basis  should  be  adopted 
by  agreement  between  the  valuation  engineer  and  the  accountant.  The  depre- 
ciation accoimt  should  be  kept  in  such  a  manner  as  to  be  adequate  for  the  needs  of 
the  engineer  without  burdening  the  accountant  with  unnecessarily  detailed  and 
impracticable  accounts. 

PUBLIC  SERVICE  REGULATION 

Railroad  Regulation,  by  A.  J.  County.     The  Economist,  January  1, 
1916,  p.  29,  1  page. 

The  advantages  and  disadvantages  of  railroad  regulation  to  the  railroads  and  the 
public  are  discussed.  Important  changes  are  outlined  to  which  careful  consid- 
eration should  be  given  in  perfecting  the  present  system  of  government  regula- 
tion.    Briefly  stated  these  suggestions  are:     (1)    The  interstate  carriers  should 
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be  freed  from  the  limitation  imposed  by  local  or  state  regulation  which  conflicts 
with  regulation  by  the  Interstate  Commerce  Commission,  and  which  hampers 
the  companies  in  their  natural  development;  (2)  The  overworked  Interstate 
Commerce  Commission  should  be  strengthened  bj^  including,  if  possible,  some  men 
experienced  in  railroad  affairs  and  management.  The  Federal  Commission  should 
have  complete  control  over  rates  and  practices  affecting  interstate  commerce, 
including  the  power  to  increase  rates  which  are  non-compensatory  and  to  prevent 
imwarranted  rate  reductions.  (3)  A  longer  term  of  office  and  greater  compensa- 
tion should  be  provided  to  secure  and  hold  men  of  the  greatest  experience  and 
ability  on  the  federal  commission.  (4)  The  Interstate  Commission  should  be 
given  full  power  to  regulate,  through  a  system  of  publicity,  the  issue  of  securities, 
in  lieu  of  having  several  state  commissions  with  diversified  laws  and  orders  regu- 
lating the  same  matter.  (5)  The  duties  of  all  the  commissions  should  be  so 
defined  that  they  will  be  authorized  by  law  and  impelled  under  public  opinion, 
and  as  a  liberal  governmental  policy  to  strengthen  the  railroads  and  define  measures 
and  principles  under  which  clearly  compensatory  rates  will  be  paid  to  the  rail- 
roads as  common  carriers,  as  taxpayers,  wage  payers,  and  purchasers  and  con- 
sumers of  supplies  and  materials  and  the  developers  of  the  country.  (6)  Much 
might  be  done  to  save  duplication  and  expense  by  a  closer  understanding  between 
the  various  governmental  departments  and  commissions,  federal  and  state. 
There  are  several  hundred  thousand  reports  and  returns  of  various  kinds  many  of 
which  could  be  abolished  and  many  more  revised. 

200 — ^Public  Service  Regulation— Law  and  Practice. 

Public  Utilities  Number,  Investment  News.  Part  II.  December  31, 
1915. 

The  special  public  utilities  number,  issued  as  Part  II  of  the  Investment  News  of 
December  31,  1915,  contains  the  following  articles  on  public  utilities  and  public 
utility  regulation:  Future  Regulation  of  Public  Utilities,  by  William  D.  Kerr; 
What  Is  Going  Value  in  Public  Utilities,  by  William  J.  Hagenah;  and  Relation 
of  Depreciation  to  Fair  Value,  by  James  E.  Allison.  Reports  are  also  given  on 
public  utilities  and  holding  companies  of  Chicago  and  the  Middle  West.  An 
article  on  the  permanence  of  public  utility  regulation  by  William  J.  Norton  is 
given  in  Investment  News,  January  7,  1916. 

GENERAL 

900— General. 

Returns  for  the  Lighting  Industry  in  1915.  Electrical  World. 
January  1,  1916.     p.  38.     2j  pages. 

Statistics  for  light  and  power  companies,  according  to  returns  received  by  the 
Electrical  World,  show  that  the  lighting  industry  earned  $360,000,000  in  1915, 
representing  an  increase  of  approximately  $23,500,000  for  the  year  in  gross  income. 
The  kilowatt-hour  output  is  estimated  at  18,400,000,000,  a  gain  of  1,600,000,000 
kilo^Yatt-hours  over  1914.  The  returns  for  October  reflect  improved  industrial 
conditions,  showing  an  increase  of  9.8  per  cent  in  earnings,  and  14.6  per  cent  in 
output  in  comparison  with  similar  figures  for  October,  1914. 

COURT  DECISION  REFERENCES 

781 — ^Adequacy  of  Service. 

Hocking  Valley  Ry.  Co.  v.  Public  Utilities  Commission.  Decision 
of  the  Supreme  Court  of  Ohio.  March  16,  1915.  110  Northeastern 
521. 

The  Commission  ordered  the  Hocking  Railway  Company  to  restore  interurban 
service  which  had  been  discontinued.     The  Company  appealed  from  the  Com- 
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mission's  order,  alleging  that  the  service  would  be  furnished  at  a  loss  to  the  com- 
pany. The  Court  finds  that  the  contention  of  the  Company  is  not  sustained  by 
the  evidence  furnished,  and  upholds  the  order  of  the  Commission. 

In  considering  the  question  of  whether  or  not  the  company  should  be  required 
to  furnish  the  service  even  though  it  should  result  in  loss  to  the  company,  the 
Court  says: 

"It  is  undoubtedly  true  that  the  question  whether  or  not  the  interurban  service 
is  a  paying  service  should  be  considered  with  respect  to  its  bearing  on  the 
question  whether  the  public  necessities  require  such  service.  The  presump- 
tion is  that  where  there  is  such  a  condition  and  such  demand  for  the  service 
as  to  amount  to  public  necessity,  the  rendering  of  the  service  would  not  result 
in  loss." 

900— General. 

Public  Service  Commission,  Second  District,  v.  Booth.  Decision 
of  the  New  York  Supreme  Court,  Appellate  Division,  Third  De- 
partment.    December  3,  1915.     156  N.  Y.  Supp.  140. 

Chapter  667  of  the  New  York  Laws  of  1915  declared  all  jitney  busses  common 
carriers  and  required  that  they  shall  not  operate  without  the  certificate  of  con- 
venience and  necessity  from  the  Commission.  The  defendant  in  this  case  had 
procured  a  license  from  the  city  of  Rochester  upon  the  payment  of  one  dollar, 
and  was  operating  a  jitney  bus  in  that  city  prior  to  the  enactment  of  this  law. 
He  continued  operation,  and  maintained  that  the  law  did  not  apply  to  him  as  he 
had  procured  the  right  to  operate  from  the  city.     The  court  says: 

"Licenses  from  the  state  or  a  municipality  are  ordinarily  to  be  considered, 
not  as  contracts,  but  as  temporary  permits  to  do  what  otherwise  would  be 
unlawful,  and  are  not  property  in  any  legal  or  constitutional  sense.  Metro- 
politan Board  of  Excise  v.  Barrie,  34  N.  Y.  657;  People  ex  rel.  Lodes  v.  Dept. 
of  Health,  189  N.  Y.  187,  82  N.  E.  187,  13  L.  R.  A.  (N.  S.)  894.     .     .     . 

"The  Legislature  of  the  state,  therefore,  under  the  police  power,  in  providing 
for  the  safety  and  welfare  of  the  public,  may  make  laws  defining  what  vehicles 
may  be  operated  in  the  cities  as  public  conveyances,  and  the  terms  of  opera- 
tion. The  Legislature  cannot  bargain  away  the  policy  power  of  the 
state.     .     .     . 

"It  is  evident  that  the  Legislature  in  passing  the  statute  in  question,  had  in 
view  the  protection  of  the  public  from  the  dangers  incident  to  the  traffic,  and 
also  the  fact  that  these  busses,  carrying  passengers  for  a  small  fare,  come 
directly  in  competition  with  the  street  cars,  which  can  only  be  operated  under 
a  certificate  of  convenience  and  necessity  and  the  reasonable  regulations  of 
the  Public  Service  Commission.     .     .     . 

"The  mere  fact  that  a  bus  had  received  a  license  from  the  city  before  the 

enactment  of  the  statute  made  it  no  less  dangerous  to  the  public  than  one 

which  had  no  such  license." 

The  court  finds  that  an  injunction  granted  by  the  lower  court,  restraining  the 

defendant  from  operating  without  a  certificate  from  the  Commission  was  properly 

granted. 

132 — Protection  from  Competition. 

The  defendant  also  contended  that  the  law,  relating  to  busses  which  charge  15 
cents  or  less,  discriminates  between  such  busses  and  busses  charging  a  higher 
rate.  The  court  finds,  however,  that  these  busses  operate  with  greater  menace 
to  their  passengers  and  the  public,  than  those  whicJi  carry  passengers  by  the  hour, 
or  from  one  fixed  place  to  another.  Further,  "the  jitney  by  reason  of  its  low 
fare,  and  the  manner  of  its  operation,  comes  in  direct  competition  with  the  street 
cars  which  are  common  carriers  and  require  a  certificate  of  convenience  and 
necessity."  ,  The  classification  is  held  to  be  reasonable. 
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COMMISSION  DECISIONS 
WISCONSIN 

300 — Investment  and  Return. 

Smith  et  al.  v.  City  Water  Company  of  Merrill,  Complaint  as  to 
Service  and  Rates  of  the  Water  Utility.  Decision  of  the  Wisconsin 
Railroad  Commission,  Adjusting  Rates.     November  15,  1915. 

The  valuation  by  the  Commission's  engineering  staff  shows  that  the 
cost  of  reproduction  new  of  the  physical  property  now  used  and  useful 
is  $203,666  and  cost  of  reproduction  new  of  the  physical  property  less 
depreciation  is  $177,274.  After  allowing  for  going  value  and  working 
capital  the  Commission  arrives  at  a  rate  making  value  of  $200,000. 

314 — Overhead  Charges. 

In  estimating  the  value  of  the  physical  property,  an  allowance  of  15% 
for  engineering,  superintendence,  interest  during  construction,  and 
contingencies  was  included. 

312.8 — Discarded  Property. 

The  company  had  expended  considerable  sums  in  unsuccessful  attempts 
to  develop  ground  water  supplies.  The  amount  actually  expended 
in  wells  and  infiltration  galleries  which  are  now  useless  was  not  shown 
and  the  company  made  no  claim  for  such  expenditures.  The  Com- 
mission says: 

"The  wisdom  of  making  such  attempts  in  cases  where,  to  all  out- 
ward appearances,  there  is  a  fair  prospect  of  success  can  hardly  be 
reasonably  disputed.     .     .     . 

"The  law  seemingly  does  not  comt'emplate  the  inclusion  of  abandoned 
and  useless  structures  when  it  provides  for  the  valuation  of  merely 
the  property  used  and  useful  in  the  service  of  the  public,  and  claim 
for  allowance  of  the  cost  of  abandoned  structures,  if  made,  may 
not  be  legally  entitled  to  consideration." 

No  allowance  is  made  directly  for  the  cost  to  the  company  of  such 
experiments. 

Editorial  Note — All  indented  matter  is  direct  quotation. 
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315.1— Going  Value. 

The  item  of  going  value  receives  more  than  the  usual  attention  in 
this  case.     The  Commission  says: 

"The  fact  that  a  plant  with  a  developed  business  has  a  greater 
value  than  the  same  plant  without  any  consumers  or  income  and 
the  further  fact  that  such  development  almost  invariably  involves 
time  and  deficits  below  fair  earnings  are  quite  generally  recognized. 
Justice  to  the  citizens  of  Merrill  in  this  case  cannot  properly  be 
held  to  require  that  serious  injustice  be  done  to  the  respondent,  as 
would  be  the  case  were  we  to  consider  only  the  estimated  physical 
property  value  as  the  basis  of  determination  of  a  fair  and  reasonable 
amount  of  net  earnings. 

"All  such  cases  as  this  require  that  the  plant  under  consideration 
be  \-iewed  as  a  going  concern  and  something  more  than  so  much 
physical  property  just  ready  to  begin  taking  on  consumers. 
"The  company  in  this  case  has  never  yet  reached  the  point  of  regularly 
earning    its    operating  expenses,   taxes,   depreciation   and   interest 
charges,  to  say  nothing  of  any  profits  above  such  costs." 
The  data  covering  the  operation  of  the  water  works  from  1888  to  1913 
show  that  deficits  amount  to  So4,503.56  without  considering   interest 
on  the  annual  deficits. 

"Had  the  item  of  depreciation  been  properly  taken  into  account, 
as  it  should,  being  a  necessary  element  of  the  total  cost  of  service, 
the  above  aggregate  deficit  would  be  increased  by  substantially 
the  amount  of  the  difference  between  the  staff's  estimates  of  cost 
of  reproduction  and  reproduction  cost  less  depreciation.  This 
difference  would  increase  the  deficit  to  $80,895.56.  Interest  on 
the  annual  deficits  would  further  increase  the  total  to  well  over 
$100,000  as  the  loss  actually  incurred.  In  other  words,  the 
operation  of  the  plant  seems  to  have  cost  the  company  more  than 
$100,000  in  excess  of  its  receipts. 

"One  very  widely  advocated  method  of  determining  the  value  of 
the  established  business  of  such  a  plant,  i.  e.,  the  amount  of  its 
going  value,  consists  in  summing  the  present  worths  of  the  differences 
between  the  future  earnings  of  the  existing  plant  and  the  estimated 
future  earnings  of  an  imaginary  and  similar  plant  whose  con- 
struction is  assumed  to  be  begun  immediately  and  which  then  and 
thereafter  has  to  undergo  the  experience  of  developing  a  business 
equal  to  that  already  possessed  by  the  one  now  operating,  the  two 
not  being  considered  competitive.  This  method  obviously  involves 
an  assumption  as  to  how  much  more  rapidly  a  plant  now  about  to 
be  built  would  acquire  consumers  and  revenue  than  they  have  been 
acquired  by  the  plant  whose  value  is  being  ascertained.  The 
present  volume  of  business  would  undoubtedly  be  developed  more 
rapidly  by  the  imaginary,  or  conceptual  plant,  as  it  is  sometimes 
called,  than  was  the  case  of  the  one  under  consideration,  because 
the  former  would  begin  operation  with  a  larger  population  in  its 
territory  than  existed  at  the  time  the  original  works  were  built. 
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"Independent  of  the  difference  in  population  there  are  various 
considerations  which  enter  into  the  determination  of  the  length  of 
time  involved  in  the  development  by  the  imaginary  new  plant  of 
the  same  volume  of  business  as  is  possessed  by  the  old  one.  Probably 
foremost  among  these  considerations  is  the  fact  that,  through 
having  had  a  pubhc  water  plant  at  their  service  for  many 
years  and  through  their  use  of  it,  or  through  knowledge  of  the 
benefits  derived  by  other  communities  from  public  water  service 
the  public  has  gained  an  appreciation  of  the  advantages  of  public 
over  individual  private  water  service.  This  raises  the  question  as 
to  whether  or  not  the  existing  pubhc  appreciation  of  the  advanH;ages 
of  public  water  service  shall  be  eliminated  in  considering  the  probable 
rate  of  development  of  business  by  the  imaginary  new  plant.  In 
different  cities  such  development  actually  varies  widely  on  account 
of  differences  in  the  wealth  and  prosperity  of  the  people  generally, 
in  the  ease  with  which  individual  private  well  supplies  may  be 
obtained,  in  the  cost  of  using  the  pubhc  supply,  that  is,  in  the  rates 
established,  and  probably  varies  also  on  account  of  differences  in 
other  conditions,  as  for  example,  differences  in  quality  of  the  water 
obtained  from  pubhc  and  private  sources. 

"In  applying  this  method  of  determining  the  going  value  of  the  existing 
plant  it  should  be  assumed  that  the  gross  earnings  to  be  obtamed 
by  it  in  the  future  will  be  what  they  should,  since  the  present  rate 
schedule  is  under  review  for  the  purpose  of  rectifying  it  if  found 
erroneous.  A  portion  of  such  proper  total  gross  earnings  will 
obviously  be  the  net  earnings  to  be  provided,  and  these  are  in  turn 
affected  by  the  amount  of  the  going  value  element  which  is  yet  to 
be  found. 

"The  valuation  of  the  company's  physical  plant  was  made  as  of 
January  1,  1914.  The  value  to  be  found  for  the  property  as  a 
whole  will  in  this  case  be  considered  to  be  as  of  that  date. 

"It  becomes  necessary  at  this  point  to  consider  the  several  elements 
of  the  total  cost  of  service  and  form  a  tentative  estimate  of  what 
the  gross  earnings  should  be.  They  will  include  proper  operating 
expenses,  taxes,  depreciation  and  the  fair  return  on  the  total  value 
of  the  property."     .     .     . 

(The  Commission  at  this  point  takes  up  the  question  of  determining 
proper  operating  expenses.) 

"In  computing  the  going  value  of  this  plant  by  estimating  the  cost 
of  reproducing  the  business  (which  has  actually  been  developed 
more  or  less  gradually  throughout  a  period  of  about  27  years)  in 
accordance  with  the  method  hereinbefore  alluded  to,  it  is  necessary 
to  compare  the  probable  earnings  and  expenses  of  the  existing 
plant  during  the  near  future  years  with  the  estimated  probable 
earnings  and  expenses  during  the  same  years  if  the  construction 
of  the  same  plant  were  only  now  about  to  be  begun.  Obviously, 
this  is  somewhat  speculative.  It  would  probably  be  differently 
estimated   by   different   parties.     To   be   considered   reliable   such 
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estimates  must  be  made  with  freedom  from  bias  or  prejudice  and 
upon  a  careful  study  of  all  the  available  facts  or  circumstances 
having  a  bearing  upon  the  results. 

"A  period  of  at  least  five  to  six  years  would  doubtless  be  required 
to  duplicate  the  plant  construction  and  business  development  that 
has  already  been  going  on  for  over  27  years.  The  sum  of  the  present 
worths  of  the  differences  between  the  net  earnings  in  the  two  cases, 
actual  and  hypothetical,  is  considered  by  the  authors  and  advo- 
cates of  the  method  to  represent  the  going  value  of  the  existing 
plant. 

"It  has  already  been  clearly  indicated  herein  that  the  net  earnings 
of  recent  years  have  been  less  than  sufficient  to  provide  a  fair  rate 
of  return.  The  comparison  should  therefore  be  based  on  increased 
earnings  for  the  existing  plant  after  such  time  as  a  new  schedule 
of  rates  can  become  effective.  It  is  also  necessary  before  pro- 
ceeding with  the  going  value  computations,  to  make  a  tentative 
estimate  of  the  proportions  of  total  revenue  which  are  chargeable 
to  the  public  and  to  the  private  service  separately,  since  the  time 
necessary  for  the  hypothetical  newly  constructed  plant  to  acquire 
the  public  service  is  limited  to  the  period  of  plant  construction." 

For  the  purpose  of  the  going  value  computation,  the  reproduction 
new  value  of  the  physical  property  only  is  assumed  to  be  $204,000. 
With  interest  at  7%  and  depreciation  at  f  of  1%,  the  total  revenue, 
including  operating  expenses  and  taxes,  should  be  $32,724.  Under 
these  assumptions  the  charge  for  hydrant  service  is  fixed  at  $12,750; 
or,  if  return  is  estimated  at  6%,  the  fire  protection  charge  would  be 
$11,791. 

"In  proceeding  with  the  valuation  on  the  reproduction  theory  it 
may  reasonably  be  assumed  that: 

"1.  The  reproduction  of  the  physical  plant  begins  as  soon  as  prac- 
ticable after  the  date  of  the  valuation  of  the  one  under  consideration, 
namely,  January  1,  1914. 

"2.  The  entire  construction  work  could  be  completed  by  the  middle 
of   1915. 

"3.  Enough  of  the  construction  work  could  be  completed  during 
the  year  1914  to  permit  of  furnishing  service  to  at  least  one-half 
of  the  municipal  hydrants  from  and  after  the  beginning  of  the  year 
1915,  one-half  of  the  hydrant  service  charge  going  into  effect  at 
that  time. 

"4.  By  January  1,  1915,  a  number  of  private  consumers,  estimated 
at  150,  or  about  14%  of  the  present  total  number,  would  also  be 
obtained  and  service  furnished  to  them  from  that  time,  with  cor- 
responding commercial  service  revenues  being  earned. 

"5.  By  the  middle  of  1915  the  plant  could  begin  earning  the  entire 
hydrant  service  revenue  and  probably  have  about  400  private  con- 
sumers with  proportionate  commercial  service  revenues  therefrom; 
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one  year  later,  or  by  the  middle  of  1916,  it  should  have  750  con- 
sumers; one  year  later  925;  in  another  year  1,040;  and,  in  1919 
about  1,100  or  what  the  present  plant  seems  likely  to  have  by  that 
time. 

"6.  The  rates  and  gross  earnings  of  the  present  plant  will,  after 
the  end  of  the  present  calendar  year,  be  designed  to  afford  a  fair 
return  upon  the  valuation,  after  providing  for  operating  expenses, 
taxes  and  depreciation,  and  therefore  should  be  somewhat  greater 
than  present  rates  and  earnings." 

The  computation  of  "the  present  worths  of  the  differences  between 
the  seemingly  probable  earnings  of  the  two  plants  considered,"  shows 
a  "going  value"  of  $12,807. 

The  Commission  concludes: 

"In  this  case  the  estimated  cost  of  reproducing  the  business  devel- 
opment, assuming  that  it,  together  with  the  plant  construction, 
could  be  accomplished  in  six  years,  is  but  a  small  part  of  what 
the  actual  cost  has  been.  The  deficits  which  have  been  accumu- 
lating annually  are  apparently  largely  due  to  an  unduly  low  hydrant 
rental  and  to  the  furnishing  of  a  considerable  amount  of  free  service 
to  the  city.  This  is  certainly  true  for  at  least  the  more  recent 
years,  if  not  for  the  earlier  ones. 

"The  estimate  of  cost  of  reproduction  of  the  business  development, 
clearly  depends  upon  numerous  assumptions.  Those  underlying 
the  foregoing  estimates  may  possibly  have  been  such  as  to  have 
resulted  in  an  unduly  conservative  value.  If  in  error  at  all  the 
estimates  are  considered  as  more  likely  to  be  somewhat  too  low 
than  too  high. 

"In  addition  to  the  elements  of  physical  property  and  going  value 
there  is  also  to  be  considered  an  allowance  for  working  capital.  The 
addition  of  a  reasonable  amount  for  this  purpose  brings  the  total 
to  substantially  $200,000." 

340 — Rate  of  Return. 

"The  circumstances  of  this  case  are  such  as  to  make  it  appear  that 
the  rates  for  the  future  might  well  be  designed  to  yield  a  return  of 
not  less  than  6%  on  $200,000  after  providing  for  the  expenses  of 
operation,  taxes  and  depreciation.  Even  that  amount  of  net  earn- 
ings will  scarcely  meet  the  interest  charges  on  the  company's  out- 
standing bonds  and  notes  as  these  aggregate  very  nearly  $300,000. 
The  bonds,  amounting  to  $199,000  par  value  bear  5%  interest,  thus 
requiring  $9,950  as  annual  interest. 

"Notwithstanding  the  repeated  deficiencies  in  net  earnings  below 
an  adequate  rate  of  return  on  cost  or  value  of  the  plant,  the  com- 
pany has  voluntarily  made  needed  improvements  and  extensions 
from  time  to  time,  and  thus  shown  an  intent  of  keeping  the  property 
at  least  reasonably  well  up  to  the  requirements  of  the  service.  This 
fact  should  also  receive  consideration  in  determining  the  amount 
of  net  return  to  be  allowed." 
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411 — Apportionment  of  Expense. 

Taking  up  the  matter  of  rates,  the  Commission  finds  that  the  fire 
hydrant  service  has  not  paid  its  share  of  the  costs  of  ser\ice  and  is 
largely  responsible  for  the  deficit  in  the  company's  earnings.  The 
city  is  to  pay  an  equitable  rate  for  fire  protection  service  and  for  schools 
and  public  buildings.  All  free  ser\dce  is  discontinued,  and  only  such 
adjustment  in  rates  is  made,  for  the  present,  as  will  eliminate  dis- 
crimination. After  the  effect  of  the  discontinuance  of  free  service 
and  other  changes  in  the  rates  is  known,  the  rate  matter  may  come 
before  the  Commission  again. 

513.9— Step  Meter  Rates. 

"As  it  now  stands,  the  metered  service  cost  curve  is  a  zigzag  line, 
showing  that  patrons  using  certain  quantities  will  be  charged  materi- 
ally less  than  others  using  almost  the  same  amounts  of  water.  For 
example,  one  who  uses  30  thousand  gallons  in  one  month  will  pay 
40  cents  for  each  thousand  gallons,  or  a  total  of  $12.00,  but  one  who 
uses  say  31,000  gallons  per  month  will  pay  only  30  cents  for  each 
1,000  gallons  or  a  total  of  $9.30  per  month.  A  consumer  using  40 
thousand  gallons  per  month  would  pay  the  same  amount  as  one 
who  used  only  30,000  gallons,  i.  e.,  $12.00  while  those  using  any 
intermediate  quantity  would  pay  less  than  either  of  them. 

"Again,  one  using  72,000  gallons  per  month  would  pay  the  same  as 
one  using  but  60,000  gallons,  and  those  using  intermediate  quantities 
would  pay  less  than  either  of  them.  This  form  of  schedule  is 
entirely  indefensible  and  should  be  corrected.  This  correction  will 
be  made  on  the  basis  of  a  somewhat  arbitrary  change  in  the  form  of 
the  metered  service  cost  curve.  It  will  be  such  as  should  not  affect 
but  few  consumers  and  those  to  but  a  slight  extent." 

A  change  to  a  block  meter  rate  was  ordered  by  the  Commission. 

545 — Meter  Rental. 

The  Commission  finds  that  it  is  not  advisable  to  order  a  metering  of 
all  services  or  to  require  the  company  to  own  all  meters. 

"One  of  the  questions  to  be  determined  in  this  matter  is  as  to  who 
shall  furnish  the  capital  for  the  purchase  and  installation  of  meters. 
The  company's  existing  indebtedness  and  its  low  rates  of  net 
earnings  are  such  as  to  make  it  impracticable  to  require  the  company 
at  this  time  to  make  the  necessary  additional  investment  for  a 
general  installation  of  meters.  The  alternative  is  for  those  con- 
sumers who  desire  meters  to  do  that  individually. 

"The  schedule  of  property  covered  by  the  staff's  valuation  includes 
only  10  meters,  being  those  owned  by  the  company.  Evidently 
then  about  36  meters  now  in  service  are  owned  by  consumers  in- 
dividually. While  all  metered  consumers  must  be  billed  on  the 
same  rate  schedule  it  is  but  equitable  that  those  who  have  provided 
meters  privately  should  be  allowed  a  rental  therefor  covering  in- 
terest and  depreciation,  but  these  charges  must  first  be  included 


8         Rate     Research  247 


in  the  company's  expenses  when  determining  proper  meter  rates. 
As  previously  stated  the  number  of  consumers  now  on  the  meter 
basis  is  rather  too  small  to  justify  an  attempt  to  remodel  the  schedule, 
but  this  may  be  desirable  when  the  proportion  of  metered  consumers 
is  increased  and  the  value  of  the  service  now  free  is  reasonably  well 
established.  A  meter  rental  to  be  deducted  from  the  bills  of  those 
consumers  owning  their  meters  is,  however,  hereinafter  determined. 

"Meter  rentals  should  cover  the  items  of  reasonable  interest  on  the 
investment  in  the  meters  and  a  reasonable  allowance  for  their 
depreciation  and  perhaps  also  for  occasional  repairs." 

The  items  of  interest  on   investment  and   depreciation  are  estimated 
for  the  different  sizes  of  meters. 

"To  the  amounts  derived  in  this  way  for  these  two  items  must  be 
added  some  allowance  for  the  necessary  periodic  repairs  unless  the 
the  costs  of  such  repairs  are  to  be  borne  directly  by  the  consumers 
concerned.  If  repair  expenses  on  meters  are  to  be  paid  directly 
by  the  owners  there  would  theoretically  at  least,  be  a  difference 
in  the  rates  applicable  to  consumers  who  own  their  meters  and  those 
who  do  not.  It  seems  quite  clear  that  the  best  interests  of  all 
concerned  require  that  the  utility  shall  determine  the  necessity  for 
and  make  the  repairs  on  the  privately  owned  meters  as  well  as  on 
those  belonging  to  the  company.  This  leads  to  the  conclusion  that 
the  repair  or  maintenance  costs  should  be  kept  together  by  the 
company  and  distributed  among  metered  consumers  in  the  meter 
rates,  allowance  being  also  made  in  the  rentals  paid  to  meter  owners." 


WISCONSIN 

840 — ^Public  Operation. 

City  of  Prairie  Du  Chien,  Investigation  of  Rates  and  Service  of  the 
Municipal  Water  Utility.  Decision  of  the  Wisconsin  Railroad 
Commission,  Fixing  Rates.     December  24,  1915. 

Complaints  regarding  the  rates  and  service  of  the  municipal  water 
utility  of  the  City  of  Prairie  du  Chien  led  to  an  investigation  on  the 
Commission's  own  motion. 

129.1 — Discrimination. 

Certain  of  the  utility's  rates  are  regressive  and,  therefore,  discrimina- 
tory. The  Commission  points  out  that  such  a  schedule  makes  for 
waste  and  carelessness  in  the  use  of  water. 

"It  is  easy  to  see  that  some  consumers  would  find  it  rather  profitable 
to  waste  water  until  their  meters  registered  such  an  amount  as 
would  entitle  them  to  a  much  lower  bill.  It  is  needless  to  argue 
that  such  a  regressive  schedule  is  inimical  to  the  interests  of  the 
utility  and  the  smaller  consumers." 

The  necessary  changes  in  rates  are  ordered. 
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Free  and  reduced  rate  service  is  also  furnished  certain  subscribers. 
The  municipaUty  is  ordered  to  charge  all  consumers  the  regular  rates 
approved  by  the  Commission. 

Free  service  was  furnished  the  factory  of  the  Iroquois  Pearl  Button 
Company.  For  the  last  five  years  bills  have  been  made  out  for  service 
rendered,  but  no  record  that  they  have  been  paid  can  be  found.  The 
company  states  that  it  would  cease  doing  business  in  the  city  if  required 
to  pay  for  the  water,  as  other  cities  have  offered  the  same  concession. 
In  regard  to  the  past  unpaid  bills,  the  Conunission  says: 

"In  rendering  a  decision,  the  Railroad  Commission  must  base  the 
same  upon  a  judicial  re\iew  of  the  facts  in  the  case.  The  Com- 
mission, will,  however,  transcend  the  bounds  of  its  jurisdiction  in 
the  instant  case  if  it  makes  an  order  which  is  retrogressive  and  which 
applies  to  matters  that  have  been  closed  in  effect  for  an  extended 
period.  For  this  reason,  while  the  Commission  might  determine 
the  number  of  years  and  the  amount  of  water  consumed  each  year 
by  the  Iroquois  Pearl  Button  Company,  and  how  much  in  equity 
the  said  button  company  owes  the  City  of  Prairie  du  Chien,  as  the 
Petitioner  through  his  attorney  has  intimated,  such  determination 
would  only,  it  appears  to  us,  lead  to  later  readjustment  and  review 
by  the  courts." 

222 — Accounts. 

In  regard  to  the  accounts  and  records  of  the  utility,  the  Commission 

says: 

"The  water  works  accounts  are  in  poor  shape  due  to  the  fact  that 
no  distinction  has  been  made  between  the  water  department  and 
the  other  city  departments.  To  comply  with  the  public  utilities 
law,  it  is  necessary  that  the  water  department  of  a  city  be  treated 
as  an  altogether  distinct  and  separate  undertaking  apart  from  the 
other  business  of  the  city.  It  should  preferably  have  its  own  books, 
but  lacking  in  this  it  must  at  least  have  its  own  accounts. 

"In  its  investigation,  this  Commission  has  been  embarrassed  by 
the  absence  of  many  of  the  most  important  records  of  the  utility. 
Vouchers  especially  were  not  available,  the  explanation  being  that 
these  had  been  burned,  as  it  was  thought  their  usefulness  had  ended. 
The  fact  cannot  be  impressed  too  strongly,  the  extreme  importance 
of  preserving  plant  records  at  all  times." 

310— Valuation. 

No  valuation  was  made  in  this  case,  and  the  basis  for  rate  making  was 

discussed  as  follows:  .  - 

"The  book  value  of  the  water  works  supplying  general  service 
appeared  to  be  $27,707.35  on  June  30,  1914.  That  this  figure  does 
not  represent  the  total  original  cost  of  plant,  plus  additions  since 
that  date,  appears  evident  from  the  testimony.  Book  value  fre- 
quently, although  erroneously,  includes  the  cost  value  of  dis- 
carded property  and  other  items  which  are  usually  eliminated  in  an 
appraisal.     No  inventory  of  the  physical  property  has  been  made, 
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as  it  is  believed  that  substantial  justice  can  be  done  to  both  parties 
in  this  case  without  a  detailed  valuation.  If  we  assume  an  average 
value  per  capita  of  $24.50  we  will  obtain  a  plant  value  at  Prairie  du 
Chien  of  $78,400,  or  over  two  and  three  quarters  times  the  book 
value.  This  average  per  capita  figure  is  the  result  of  the  analysis  of 
thirty-one  appraisals  made  by  the  Commission,  and  we  believe  can 
safely  be  used  here  in  checking  up  the  cost  new  of  this  plant.  Judging 
from  the  extent  of  the  system  in  use,  also,  this  is  a  reasonable  valua-  • 
tion  to  use." 

410 — CJost  of  Service. 

In  a  general  discussion  of  rate  making  the  decision  says: 

"There  are  two  limits  between  which  the  adjustment  of  a  rate  is 
a  matter  of  judgment;  no  service  should  be  given  at  a  loss  and  no 
one  must  be  called  upon  to  pay  an  excessive  return.  By  means  of 
a  theoretically  perfect  system  of  rates,  each  consumer  would  be 
charged  an  amount  exactly  proportional  to  the  cost  of  service  ren- 
dered.    This  cost  consists  of  fixed  charges  which  continue  wkethec- 

the  planTl)perates  or  not,  and  output  charges  which  nip  jno.idp.nt 

to  operation." 

450 — Value  of  Service. 

A  separate  water  supply  and    distribution    system   furnishes  mineral 

water,  and  in  fixing  a  rate  for  this  particular  service,  the  Commission 

says: 

"The  value  of  this  mineral  water  service  is  not  what  one  would  pay 
for  water  rather  than  go  without  water  service  at  all,  but  what  a 
consumer  would  pay  the  utility  for  this  mineral  water  service  rather 
than  get  an  equivalent  service,  if  possible,  in  some  other  way,  such  as 
sinking  a  private  well.  The  value  of  this  service  is  never  above 
what  a  consumer  can  produce  a  supply  for  himself,  and  hence  regu- 
lation of  prices  is  merely  to  determine  what  the  value  of  the  ser\ace 
is  when  the  necessity  for  the  use  of  this  water  in  certain  lines  of 
business  is  considered. 

"The  price  at  which  this  water  can  be  used  is  not  necessarily,  or 
under  all  conditions,  governed  by  the  apparent  cost  of-  supplying 
it,  but  depends  rather  upon  its  value  to  the  consumer.  A  just  and 
reasonable  rate  can  never  exceed,  perhaps  can  rarely  equal,  the 
value  of  the  service  to  the  consumer." 

WEST  VIRGINIA 
112.5 — Ordinance  Rates. 

Town  of  South  Buckhannon  v.  Buckhannon  Light  and  Water 
Company,  Application  Asking  that  the  Company  Be  Required  to 
Comply  with  the  Terms  of  Its  Franchise.  Decision  of  the  West 
Virginia  Public  Service  Commission,  Granted  in  Part  and  Refused 
in  Part.     September  24,  1915. 

The  Commission  holds  that  the  determination  of  the  proper  rates 
for  yard  hydrant  service  should,  in  the  absence  of  an  order  of  the  Com- 
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mission  based  upon  a  proper  application,  be  made  solely  in  the  light 
of  the  contract  existing  between  the  parties  as  expressed  in  the  fran- 
chise granted  by  the  town  and  accepted  by  the  company, 

"This  franchise  as  accepted  constitutes  a  valid  contract,  presumed 
to  have  been  made  by  competent  parties  with  full  knowledge  of  its 
provisions,  and  in  the  absence  of  any  appHcation  to  the  Commission 
for  relief  therefrom  the  company  should  comply  strictly  with  the 
provisions  thereof. 

''Should  it  appear,  however,  upon  proper  application  by  the  com- 
pany to  the  Commission  that  such  rates  as  are  stipulated  in  this 
franchise  are  unjust  and  discriminatory  or  do  not  return  fair  and 
adequate  profit  upon  the  capital  of  the  company  relief  would  be 
granted.  City  of  Benwood  et  al.  v.  Public  Service  Commission, 
83  S.  E.,  295;  In  re  Gassaway  Development  Co.  P.  S.  C.  of  W.  Va., 
Vol.  1,  page  9." 

226.2— Extension  of  Service. 

One  of  the  questions  to  be  determined  by  the  Commission  was,  whether 
or  not  the  company  can  be  required  to  extend  its  service  mains  or 
lines  upon  application,  where  the  returns  or  income  from  such  exten- 
sion is  insufficient  to  pay  interest  on  the  cost  and  outlay  and  to  cover 
the  natural  depreciation  and  a  proper  proportion  of  the  operating 
expenses.  The  Commission  says  there  is  no  general  rule  applicable 
to  all  cases,  but  each  particular  case  must  be  decided  according  to  its 
merits. 

"Although  the  law  on  this  question  is  yet  in  the  making,  there  are 
certain  principles  that  seem  to  be  well  settled. 

"In  accepting  the  franchise  the  corporation  would  seem  to  have 
contracted  to  furnish  all  the  inhabitants  within  the  limits  of  the 
municipality  in  which  it  operates,  yet  the  courts  and  commissions 
have  with  practical  unanimity  applied  to  this  apparent  agreement 
to  extend  its  lines  the  test  as  to  whether  or  not  such  extension  is 
one  that  may  be  reasonably  required.  In  other  words,  the  corpora- 
tion cannot  be  required  to  make  an  extension,  even  though  to  sup- 
ply a  consumer  within  the  municipal  limits,  that  will  require  an 
outlay  and  expense  altogether  out  of  proportion  with  the  return. 
But  in  figuring  the  return  the  company  is  required  not  only  to  take 
into  consideration  the  immediate  return  but  any  prospective  develop- 
ment that  may  be  reasonably  expected  to  take  place  within  the 
territory  through  which  the  extension  is  made.  At  all  times  the 
test  as  to  whether  or  not  the  request  is  a  reasonable  one  seems  to 
be  generally  accepted  as  proper. 

(The  Commission  quotes  from  Wyman,  Public  Service  Corporations, 
Vol.  I,  Sec.  280;  Lukrawka  v.  Spring  Valley  Water  Co.,  146  Pac.  640; 
Improvement  Co.  v.  City  of  Bluefield,  69  W.  Va.  1;  Pacific  Gas  and 
Electric  Company,  PubUc  Utihties  Reports,  1915,  A-722;  and  Beloit 
Water,  Gas  and  Electric  Co.  v.  City  of  Beloit,  9  Wisconsin  Railroad 
Commission  Report  220.) 
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•'It  can  be  readily  seen  that  to  hold  that  a  public  utility  should,  in 
all  cases,  extend  its  line,  whenever  requested  to  do  so,  to  any  part 
of  the  municipality,  no  matter  how  sparsely  settled  may  be  the 
locality  in  which  the  lines  are  requested  to  be  extended,  would  render 
it  impracticable  and  impossible  for  the  utility  to  serve  the  rest  of 
the  community  at  a  fair  rate  or  even  to  exist.  The  cost  of  the 
unreasonable  extension  would  add  an  unfair  proportion  to  the  cost 
of  service  in  sections  where  the  service  would  otherwise  be  profitable 
at  a  fair  rate. 

"In  many  instances  Commissions  have  approved  of  agreements 
between  persons  desiring  the  service  and  the  utility,  whereby  unprofit- 
able extensions  were  made  at  the  expense  or  at  the  partial  expense 
of  the  prospective  consumer,  he  to  be  repaid  as  the  line  so  extended 
is  used  by  other  consumers. 

"Under  the  agreed  statement  of  facts  in  this  case  the  extension 
requested  by  the  Buckhannon  Light  and  Water  Company 

"  'could  not  be  made  by  said  company  without  incurring  heavy  expense 
and  cost  in  making  such  extensions  and  the  water  sold  therefrom 
to  said  applicants  would  not  be  sufficient  to  pay  an  excess  of  one 
per  cent  on  the  cost  of  such  extensions,  and  the  natural  deprecia- 
tion in  the  value  of  the  line  so  extended  and  the  proportionate  cost 
in  operation  incident  to  such  extension  and  keeping  the  same  in 
repair;  that  in  one  of  said  instances  the  applicant  is  the  only  person 
living  on  the  street  who  could  be  accommodated  by  said  extension, 
and  in  the  other  a  hydrant  was  asked  for  by  the  said  town  of  South 
Buckhannon  to  be  placed  at  or  near  the  tannery  building  of  the 
William  Flaccus  Oak  Leather  Company;  that  to  extend  such  lines 
and  put  in  said  hydrant  would  cost  the  Buckhannon  Light  and 
Water  Company  about  $1,200  first  cost,  besides  the  depreciation 
thereof  and  cost  of  maintenance  and  operation,  and  the  annual 
income  from  which  would  be  only  $25.00  per  year,  and  that  such 
extension  would  require  about  1,000  feet  of  4  inch  mains  of  iron 
heavily  leaded  together.' 

"It  is  clear  to  the  Commission  that  applying  to  this  statement  of 
facts  the  rule  of  the  reasonableness  of  the  request,  which  is  unani- 
mously sustained  by  the  authorities,  the  Buckhannon  Light  and 
Water  Company  should  not  be  required  to  make  any  of  the  exten- 
sions asked  for  in  this  case." 


WISCONSIN 

132 — Protection  from  Competition. 

Riverside  Telephone  Company,  Application  for  Authority  to  Increase 
Rates.  Decision  of  the  Wisconsin  Railroad  Commission,  Dismissing 
the  Apphcation.     December  30,  1915. 

The  Commission  on  its  own  motion  made  an  investigation  of  the  ser- 
vice furnished  by  the  company,  and  found  that  the  company's  lines 
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were  not  kept  in  proper  repair,  that  the  service  was  inadequate,  and 
that  the  management  had  failed  to  collect  rentals  promptly  and  to 
make  reasonable  efforts  to  secure  additional  subscribers.  No  increase 
in  rates  will  be  authorized  until  adequate  sernce  is  established,  and 
until  a  reasonable  effort  has  been  made  to  secure  all  subscribers  possible 
in  the  territory  served.     The  Commission  further  says: 

"If  the  Riverview  Telephone  Company  should  prove  unable  to  give 
satisfactory  ser\ice  after  a  reasonable  trial  period,  the  Commission 
will  not  then  oppose  the  extension  of  the  line  of  a  competing  tele- 
phone company  into  the  district  in  question."   .     .     . 

580 — Terms  and  Conditions. 

'■'In  order  to  insure  the  prompt  payment  of  rental  the  company  may 
establish  a  rule  requiring  payment  in  advance  for  a  reasonable 
period,  and  may  enforce  the  rule  by  cutting  off  the  service  of  sub- 
scribers if  the  rental  is  not  paid  upon  reasonable  notice.  The  rule 
should  apply  to  all  subscribers  without  discrimination  and  should 
be  filed  with  the  Commission.  (In  re  Service,  Rules  and  Practices 
of  the  Richland  Telephone  Company,  16  W.  R.  C.  R.  740-745.)" 


KANSAS 

224.2— Contracts. 

The  Kansas  Public  Utilities  Commission  has  issued  a  general  notice 
to  all  railroads  and  public  utilities  requiring  them  to  file  at  once  with 
the  Commission  a  copy  of  every  rate  contract  they  have  made.  The 
letter  sent  out  by  the  secretary  of  the  Commission,  December  20,  1915, 
says  in  part: 

"You  will  note  that  all  common  carriers  and  public  utihties  are 
required  to  file  copies  of  each  contract  entered  into  between  them 
in  any  way  affecting  public  service.  The  commission  holds  that 
copies  of  all  contracts  entered  into  between  common  carriers  and 
telephone,  electric  light,  water  and  gas  companies,  come  under  the 
provision  of  this  section,  and  a  copy  of  every  such  contract  should 
be  filed  with  it." 

CALIFORNIA 

831 — Purchase  by  Municipality. 

City  of  Los  Angeles,  Application  to  Have  the  Commission  Fix  the 
Compensation  to  be  Paid  the  Southern  California  Edison  Com- 
pany For  Its  Electric  Distributing  System.  Preliminary  Decision  of 
the  California  Railroad  Commission.     December  8,  1915. 

There  was  some  doubt  as  to  the  exact  meaning  of  the  terms  of  the 
application,  and  the  Commission  will  not  make  its  final  decision  in 
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the  matter  until  the  city  files  an  amended  application  so  as  to  show 
definitely  the  franchise  rights  and  property  of  the  company,  which  the 
city  proposes  to  purchase. 

"We  must  look  to  the  description  of  property  contained  in  the 
application  as  determining  this  matter  because  all  parties,  as  well 
as  the  Commission,  are  bound  by  the  apphcation  and  the  descrip- 
tion of  the  property  therein  contained." 
It  appeared  that  the  city  does  not  intend  to  acquire  certain  of  the 
company's  property  in  the  city,  and  the  Commission  says: 

"It  is  not  the  function  of  this  Commission  to  determine  whether 
the  city  can  by  condemnation  take  a  part  of  a  franchise  held  or 
exercised  by  the  company  and  leave  the  remainder  of  the  franchise 
in  effect. 

"However,  under  the  terms  of  section  47  of  the  Pubhc  Utilities  Act, 
the  city  may  put  before  this  Commission  any  part  of  a  public  utility 
property,  whereupon  it  becomes  the  duty  of  the  Commission  to 
fix  the  just  compensation  to  be  paid  therefor,  regardless  of  any 
opinion  the  Commission  may  have  as  to  the  legality  of  forcibly 
separating  the  part  desired  by  the  city  from  the  remainder.  If  this 
be  true,  then  the  Commission  when  called  upon  must  fix  the  just 
compensation  to  be  paid  for  a  part  of  a  franchise  and  if  there  be 
controversy  as  to  the  legal  right  of  the  city  to  take  only  such  part, 
this  controversy  must  be  settled  by  the  courts." 

■•      REFERENCES 
INVESTMENT  AND  RETURN 
360 — Depreciation. 

Depreciation  and  Valuation,  by  John  J.  Thomas.  The  Journal  of 
Accountancy.     January,  1916,  p.  24.     9|  pages. 

A  better  understanding  should  be  had  of  the  difference  in  the  work  of  the  ap- 
praisal engineer  in  determining  actual  depreciation  due  to  wear,  tear,  and  ob- 
solescence, and  the  work  of  the  accountant  in  providing  a  depreciation  reserve. 
The  accountant's  duty  is  to  add  to  the  percentage  of  depreciation  annually  occur- 
ring, a  percentage  sufficient  to  provide  a  reserve  fund  for  future  contingencies  and 
the  gradual  replacement  of  the  property.  It  is  often  larger  than  necessary  in 
order  to  be  safe.  One  who  claims  that  the  plant  has  depreciated  to  an  amount 
equal  to  the  balance  credited  to  the  renewal  fund,  has  not  understood  the  funda- 
mental differences  in  the  two  estimates  of  depreciation.  The  writer  points  out 
that  the  establishment  of  renewal  funds  through  "depreciation"  annuities  can  be 
likened  to  the  accumulation  of  a  fire  insurance  fund  on  a  building.  A  building 
that  has  not  yet  burned  has  certainly  lost  none  of  its  value  by  reason  of  a  fire 
insurance  fund  existing  to  insure  it;  neither  has  a  plant  lost  value  because  of  a 
renewal  fund  that  exists  to  insure  its  gradual  or  final  replacement. 

361. 5— Electrolysis. 

Electrolysis  and  Its  Mitigation.     Technologic  Papers  of  the  Bureau 
of  Standards.     No.  52.     Issued  December  27,  1915.     143  pages. 
The  report  is  concerned  principally  with  the  study  of  the  prevention  of  electrolysis 
in  metallic  structures,  including  gas  and  water  systems  and  lead-covered  cables. 
Subsequent  reports  will  be  issued  as  the  work  of  the  department  progresses. 
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200 — Public  Service  Regulation. 

National  Industries  and  the  Federal  Government.  The  Annals 
of  the  American  Academy  of  Political  and  Social  Science.    January,  1916. 

The  articles  of  particular  interest  relating  to  public  utilities  in  this  month's 
issue  of  The  Annals  are  the  following:  The  Interstate  Commerce  Commission 
and  the  Railroads,  by  Samuel  O.  Dunn,  Editor  of  the  Railway  Age  Gazette;  The 
Federal  Valuation  of  Utilities,  by  Charles  A.  Prouty,  Director  of  Valuation, 
Interstate  Commerce  Commission;  Federal  Valuation  of  Railroads  in  the  United 
States,  by  Thomas  W.  Hulme,  General  Secretary,  Presidents'  Conference  Com- 
mittee; The  Conflict  Between  State  and  Federal  Regulation  of  Railroads,  by 
Walker  D.  Hines,  New  York  City;  Recent  Financial  Investigations  by  the  Inter- 
state Commerce  Commission,  by  Ernest  Ritson  Dewsnup,  Professor  of  Railway 
Administration,  University  of  Illinois;  Do  "Cost  of  Transportation"  Exhibits 
in  Railroad  Rate  Cases  Show  Cost?  by  Allen  S.  Olmsted,  Philadelphia;  The 
Accounting  System  Prescribed  for  Railroads  by  the  Interstate  Commerce 
Commission,  by  William  E.  Hooper,  Associate  Editor  of  the  Railway  Age  Gazette; 
and  Shall  The  Government  Regulate  the  Sale  of  Securities?  by  Hastings  Lyon, 
member  of  the  New  York  Bar. 

COURT  DECISION  REFERENCES 

112.5 — Ordinance  Rates. 

Murray  v.  New  York  Telephone  Co.  Decision  of  the  New  York 
Supreme  Court,  Appellate  Division,  November  17,  1915.  156  N.  Y, 
Supp.  151. 

The  company's  franchise  fixing  rates  for  service  was  granted  when  the  service 
furnished  was  a  grounded  service.  Subsequently,  the  change  was  made  to  metallic 
service  at  higher  rates;  and  these  rates  were  filed  with  the  Commission  when  the 
public  utilities  law  became  effective.  The  plaintiff  began  this  action  in  equity 
to  require  the  company  to  furnish  service  at  the  old  contract  rates.  The  Court 
reviews  the  franchise  provisions  to  determine  the  rights  of  subscribers  and  finds 
that  the  contract  rates  applied  to  a  certain  period  of  time  which  has  expired. 

The  company  contended  that,  even  though  the  question  is  one  of  contractual 
rights,  the  plaintiflf  may  not  invoke  the  aid  of  the  equity  court,  so  far  as  the  rates 
of  the  company  are  concerned,  except  after,  or  by  means  of,  application  to  the 
Public  Service  Commission.    The  court  says: 

"However  that  may  be,  it  is  clear  that,  except  in  support  of  contractual  rights, 
the  Public  Service  Commission  and  not  the  court  is  the  proper  tribunal  in 
which  to  litigate  the  propriety  of  rates  charged.     . 

"The  trend  of  the  decisions  is  well  evidenced  in  the  case  of  Pennsylvania 
Railroad  Co.  v.  Puritan  Coal  Co.,  237  U.  S.  121,  131,  35  Sup.  Ct.  484,  59  L. 
Ed.  867.  (7  Rate  Research  92).  There  the  court  pointed  out  that,  where 
attack  was  made  upon  the  tariff  filed,  the  Commission  had  the  exclusive 
jurisdiction;  while,  when  the  attack  is  made  upon  the  manner  of  the  applica- 
tion of  the  tarifT,  as  where  it  is  charged  that  it  is  applied  in  a  discriminatory 
manner,  then  the  matter  is  for  the  courts  to  adjudicate,  rather  than  the  Com- 
mission. As  we  held  in  Metzger  v.  New  York  State  Railways,  154  N.  Y., 
Supp.  789  (7  Rate  Research  368),  decided  at  June,  1915,  terifi,  such  conclusion 
has  its  foundation  in  the  assumption  that  the  filing  of  the  tariffs  in  compliance 
with  the  requirements  of  the  statute  gives  to  those  tariffs  a  presumption  of 
fairness  which  is  conclusive  until  the  same  are  actually  reformed  or  modified 
by  the  Commission. 

"If,  then,  failing  in  establishing  a  contractual  status  entitling  him  to  equitable 
relief,  the  respondent  seeks  to  maintain  his  standing  in  this  action  upon  the 
general  relation  which  he  sustains  to  the  telephone  company  as  one  of  his 
subscribers,  he  is  fully  answered  by  the  suggestion  that,  if  he  has  complaint 
to  make  as  to  the  rates,  he  must  make  it  before  the  Public  Service  Commission." 
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COMMISSION  DECISIONS 

WASHINGTON 

300 — Investment  and  Return. 

The  Pacific  Power  and  Light  Company,  Rate  Investigation  on 
Motion  of  the  Commission.  Decision  of  the  Washington  Public 
Service  Commission,  Fixing  Rates.     December  15,  1915. 

The  investigation  was  made  to  determine  reasonable  rates  for  the 
different  cities  and  towns  served  by  the  Pacific  Power  and  Light  Com- 
pany. The  company  is  a  consolidation  of  numerous  small  companies. 
Rates  had  been  established  in  the  separate  localities  previous  to  the 
consolidation  and  in  many  instances,  the  maximum  rates  were  fixed 
by  franchise.  The  purpose  of  the  investigation  is  to  determine  equitable 
rates  which  would  be  reasonable  and  non-discriminatory  as  between 
the  localities  now  served  by  the  one  company. 

It  was  suggested  by  the  company  and  representatives  of  certain  of  the 
localities  that  the  Commission  should  adjust  rates  in  such  manner  as 
to  favor  certain  patrons  and  "descriptions  of  service"  over  other  patrons, 
and  "descriptions  of  service"  even  though  in  order  to  accomplish  such 
result,  it  be  necessary  to  maintain  the  rates  as  against  such  other 
patrons  and  service  at  a  point  above  a  reasonable  and  sufficient  rate. 

129.1 — Discrimination. 

The  Commission  states  that  under  the  Statute,  it  is  precluded  from 
establishing  any  rate  other  than  a  fair  and  sufficient  rate. 

"The  Statute  provides  that  any  city  or  town  may  enter  a  complaint 
as  a  political  unit  as  against  the  rates  in  force  within  the  limits  of 
that  unit.  It  would  seem  that  the  Statute  recognizes  the  right  of 
segregation.  If  any  municipality,  locality  or  'description  of  service,' 
has  natural  advantages  by  reason  of  population  or  location  that  will 
warrant  the  establishment  of  a  lower  rate  for  such  service,  it  seems 
that  the  Statute  recognizes  the  right,  and  common  justice  demands, 
that  such  municipality,  locality  or  service  should  be  allowed  the 
benefit  of  the  natural  advantages  of  its  location."     .     .     . 

Editorial  Note — ^AU  indented  matter  is  direct  quotation. 
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The  cities  of  White  Salmon  and  Goldendale  are  situated  respectively 
72  and  42  miles  from  North  Yakima,  and  the  Yakima  plant  has  no 
connection  of  any  nature  whatsoever  with  such  plants. 

"Why  should  the  residents  of  North  Yakima  be  required  to  pay 
for  losses  that  might  occur  in  such  plants,  whether  from  mismanage- 
ment or  otherwise?  If  the  Puget  Sound  Traction,  Light  and  Power 
Company  were  operating  a  plant  at  a  loss  at  EUensburg,  should 
the  people  of  the  City  of  Seattle  make  good  such  loss,  because  the 
same  company  is  also  operating  in  Seattle? 

"Each  political  division  recognized  by  Statute,  therefore,  should  be 
considered  by  the  Commission  as  a  separate  unit  and  rates  just, 
.fair,  reasonable  and  sufficient  should  be  established  in  each  of  such 
units,  without  regard  to  the  wishes  and  without  giving  preference 
to  any  section,  locality  or  'description  of  service'  in  any  manner 
whatsoever.  This  does  not  mean  that  the  same  rates  may  not  be 
established  in  each  political  unit,  for  the  same  rate  may  be  just, 
fair,  reasonable  and  sufficient  in  each  of  the  units  served  by  the 
respondent  company.  Notwithstanding  respondent's  contention, 
the  Commission  has  no  right  or  power  to  establish  a  high  rate  in 
one  unit  or  locality,  in  order  that  a  low  rate  may  be  established  in 
some  other  place,  nor  to  permit  an  unremunerative  rate  in  any 
locality  for  any  service  that  would  result  in  detriment  to  another 
locality  or  description  of  service." 

317 — Construction  in  Advance  of  Present  Needs. 

The  territory  served  by  the  respondent  is  new,  and  will  undoubtedly 

experience  a  rapid  development.     The  population  is  increasing  rapidly. 

"The  early  settlers  cannot  be  expected  to  bear  the  full  burden  of  a 
capitalization  that  may  be  just  to  apply  to  a  fully  developed  com- 
munity. For  this  reason  utilities  claim,  and  commissions  allow, 
development  cost.  In  the  attempt  to  establish  a  rate  that  will  be 
sufficient  to  the  utility,  the  rights  of  the  present  patrons  of  the 
utility  must  not  be  disregarded." 

At  another  point  in  the  case,  the  Commission  says: 

"The  company  is  not  to  be  criticized  for  building  in  anticipation  of 
the  future.  Rates,  however,  that  are  fair  to  the  present  patrons, 
cannot  be  estabHshed  upon  such  valuation.  The  company  is  en- 
titled to  have  such  situation  cared  for  in  the  future  by  way  of  de- 
velopment cost." 

400— Rate  Theory, 

"The  question  as  to  what  is  the  just,  fair,  reasonable"  and  sufficient 
rate  for  electric  energy  used  for  lighting  purposes  is  difficult  to  as- 
certain. Experts  widely  differ  and  the  utilities  themselves,  in  actual 
practice,  under  almost  identical  conditions,  establish  different  rates. 
"Judge  Morrow,  in  Spring  Valley  Water  Works  v.  San  Francisco, 
124  Fed.  574,  says: 

"  The  principles  of  just  compensation  established  by  the  courts 
in  the  several  cases  they  have  had  under  consideration  are  of  great 
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assistance  in  solving  many  of  the  difficult  questions  involved  in  this 
character  of  litigation;  but  the  application  of  these  principles  to 
the  facts  of  a  particular  case  is,  after  all,  the  simple  rule  of  determin- 
ing what,  under  all  the  circumstances,  is  reasonable  and  just  as 
between  the  rate  payers  and  the  corporation  engaged  in  performing 
the  public  service.' 

"The  problem  is  not  simplified  by  the  fact  that  increasing  a  rate 
does  not  mean,  in  all  cases,  increasing  the  return.  The  charge  may 
be  so  high  that  it  restricts  the  use.  Cases  have  come  before  this 
commission  in  which  the  company  has  refused  to  increase  the  rate, 
even  though  the  returns  under  the  rates  in  force,  did  not  produce 
anything  like  a  fair  return  upon  the  value  fixed  by  the  commission. 
In  one  case,  the  rate  as  increased  by  the  commission,  resulted  in  a 
decreased  return.  It  must  be  conceded  that  decreasing  a  rate  may 
increase  a  return,  and  increasing  a  rate  may  decrease  a  return. 
Decreasing  a  rate  usually  tends  to  increase  the  use  and  increasing 
the  use  does  not  materially  increase  the  overhead  expense,  and  so 
decreasing  a  rate  may  often  result  in  an  increased  return. 

"So  it  would  appear,  that  in  determining  the  just,  reasonable,  fair 
and  sufficient  rate  as  between  the  patron  and  the  utility,  the  question 
of  the  right  of  the  patron  to  the  service  of  a  public  utility  is  based 
upon  the  simple  rule  of  determining  what,  under  the  circumstances, 
is  reasonable  and  just  as  between  the  patron  and  the  corporation 
engaged  in  performing  a  public  service  and  the  rights  of  the  patron 
to  pay  no  more  than  the  service  is  worth.  If  it  should  appear  that 
the  utility  has  in  force  prohibitory  charges,  excessive  or  insufficient 
rates,  such  charges  should  be  corrected  and  rates  adjusted  to  a  just 
fair,  reasonable  and  sufficient  basis,  having  due  regard  at  all 
times  to  the  rights  of  the  utility." 

453 — Comparative  Rate  Data. 

"Mr.  Halbert  P.  Gillette,  who  was  one  of  the  experts  for  respondent 
company,  in  his  report  to  the  Everett  Railway,  Light  &  Water  Com- 
pany, on  the  appraisal  of  that  company's  property  at  Everett,  .  .  . 
said: 

"  'Rates  charged  by  pubhc  utility  companies  must  not  be  greater  than 
the  service  is  worth  to  the  patron.  This  is  a  fundamental  proposi- 
tion. There  is  often  great  difficulty,  however,  in  finding  a  measure 
by  which  to  gauge  what  the  service  is  worth  to  the  patron.  Two 
criteria  can  usually  be  found  for  this  purpose.  (1)  The  rates  paid 
by  the  patron  for  similar  utility  service  in  other  communities. 
(2)  The  price  that  would  be  paid  by  the  patron  for  some  substitute 
for  the  existing  utility  service.'     .     .     . 

"The  state  of  Washington,  and  particularly  the  territory  supplied 
by  the  respondent  company,  has  a  very  large  percentage  of  the  water 
power  of  the  country  and  such  natural  advantages  should  result  in 
very  low  rates  as  compared  with  countries  lacking  the  natural  ad- 
vantages of  the  state  of  Washington.  The  difference  in  cost  varies 
with  the  expense  of  the  initial  installation  and  the  distance  the  energy 
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must  be  carried  to  the  point  of  consumption.  The  development  and 
use  of  electrical  energy  is  yearly  becoming  standardized.  Com- 
parisons in  rates  have  been  criticized  by  courts  and  commissions, 
but  under  a  Statute  like  ours,  v^^hich  forbids  locality  discrimination, 
divergent  rates  in  different  localities  in  the  same  State  for  the  same 
service  should  be  either  explained  or  harmonized. 

"We  set  forth,  therefore,  tables  of  rates  for  electric  power  in  different 
parts  of  the  state  of  Washington,  as  well  as  rates  from  other  states, 
where  conditions  as  to  labor  and  material  can  be  justly  compared 
with  those  in  our  own  state.  These  comparisons  should  throw  some 
light  upon  the  question  of  the  rate  the  patrons  of  the  respondent 
company  ought  to  be  required  to  pay,  if  the  conditions  are  the  same, 
or  should  at  least  justify  a  statement  of  the  reason  for  higher  rates 
where  higher  rates  exist  under  seemingly  similar  conditions  in  this 
case. 

"A  rate  in  the  abstract  can  be  said  to  be  high  or  low  only  by  com- 
parison with  other  rates  for  a  like  commodity." 

A  table,  in  which  the  maximum  rates  for  residential  lighting  service  of 
the  Puget  Sound  Traction  Light  and  Power  Company  and  certain 
California  cities  are  compared  with  rates  of  the  respondent  company, 
shows  that  the  rates  of  the  respondent  company  are  higher  than  those 
charged  by  other  companies  performing  a  like  service. 

612.2 — Large  Power. 

It  appeared  from  the  evidence  that  the  company  has  been  furnishing 
service  to  certain  large  customers  at  lees  than  cost,  and  that  rates  to 
the  favored  customers  are  in  themselves  discriminatory. 

"While  electrical  energy  may  be  sold  at  wholesale  lower  than  in  small 
quantities,  yet  we  can  see  no  justification  for  selling  such  energy  at 
rates  that  do  not  produce  a  sufficient  return,  as  the  testimony  shows 
must  have  been  done  in  this  case.  The  commission,  therefore,  in 
determining  the  just,  fair,  reasonable  and  sufficient  rate  for  other 
'places,'  'persons'  or  'descriptions  of  service'  of  the  respondent  com- 
pany, has  no  right  to  consider  the  service  of  these  favored  patrons 
to  the  detriment  of  the  other  patrons.  Such  favored  patrons  should 
be  considered  on  a  basis  of  the  respondent  company  charging  and 
receiving  from  them  a  fair  return  upon  the  property  used  and  useful 
in  such  service,  and  in  this  case,  if  so  considered,  it  will  be  seen  that 
the  rates  made  by  the  respondent  company  in  the  cities  of  North 
Yakima,  Walla  Walla  and  other  places  served  by  the  respondent 
company  are  in  excess  of  the  just,  reasonable,  fair  and  sufficient 
rate."     ... 

"The  respondent  company  will  be  permitted  to  file  and  publish 
within  a  reasonable  time,  a  wholesale  rate  to  large  consumers  of  the 
same  class,  who  are  purchasing  electric  energy  under  the  same  con- 
ditions, which  said  rate  must  be  remunerative  and  sufficient,  taking 
into  consideration  the  cost  of  production.  The  modification  of  the 
rates  of  the  favored  patrons  of  the  respondent  will  affect  the  contracts 
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now  existing  and  such  patrons  should  be  given  opportunity  to  be 
heard  before  such  contracts  are  cancelled  by  order  of  the  Com- 
mission; and  therefore,  no  order  will  now  be  made  or  action  taken 
by  the  Commission  except  that  in  determining  the  rates  for  the 
other  patrons  of  the  respondent  such  contracts  will  not  be  con- 
sidered to  the  detriment  of  other  patrons." 

720— Rate  Schedules. 

Separate  valuations  are  made  for  the  different  localities  or  units  as 
segregated  by  the  commission,  and  are  considered  in  connection  with 
the  operating  expenses  and  earnings  in  each  case.  The  following  rates 
are  prescribed  by  the  commission: 

RESIDENCE  LIGHTING. 

Towns  of  North  Yakima  and  Walla  Walla. 
Rate. 

8J  cents  per  kilowatt-hour  for  the  first  60  kilowatt-hours  consumed  per  month. 
6  cents  per  kilowatt-hour  for  the  next  60  kilowatt-hours  consumed  per  month. 
5  cents  per  kilowatt-hour  for  all  over  120  kilowatt-hours  consumed  per  month. 

(Company  may  file  a  gross  rate  with  10%  discount,  making  above  rates  net.) 

Minimum  Charge. 

75  cents  per  month. 

The  same  form  of  rates  is  provided  for  the  other  towns,  based  on  maximum  rates 
as  follows:  11.11  cents  per  kilowatt-hour  for  towns  of  Pasco,  Kennewick,  Top- 
penish,  Prosser,  Dayton,  Sunnyside  and  Pomeroy;  12.22  cents  per  kilowatt-hour 
for  towns  of  Grandview,  Granger,  Wapato,  Mabton,  Richland,  Waitsburg  and 
Zillah;  and  13.33  cents  per  kilowatt-hour  for  towns  of  White  Bluffs,  Beverly, 
Benton,  Kinoa,  Finley,  Ringold,  Wahluke,  Huntsville  and  Dixie.  These  rates  are 
subject  to  a  10%  discount  for  prompt  paj^ment,  and  a  $1.00  minimum  charge. 


IRRIGATION  POWER— METER  RATE. 
Rate. 

Demand  Charge. 

$1.00  per  month  per  horse-power  of  active  load,  plus  an 
Energy  Charge  of 

3  cents  per  kilowatt-hour  for  the  first  30  kilowatt-hours  consumed  per 

month  per  kilowatt  of  active  load. 
2  cents  per  kilowatt-hour  for  the  next  30  kilowatt-hours  consumed  per 

month  per  kilowatt  of  active  load. 
I5  cent  per  kilowatt-hour  for  the  next  120  kilowatt-hours   consumed  per 

month  per  kilowatt  of  active  load. 
1  cent  per  kilowatt-hour  for  the  next   240  kilowatt-hours   consumed  per 

month  per  kilowatt  of  active  load. 
^  cent  per  kilowatt-hour  for  all  over   420   kilowatt-hours  consumed  per 

month  per  kilowatt  of  active  load. 

Determination  of  Demand. 

For  installations  of  5  horse-power  or  less,  the  active  load  shall  be  considered 
to  be  the  rated  horsepower  of  the  customer's  connected  apparatus. 
For  installations  with  a  rated  capacity  in  excess  of  5  horse-power,  the  active 
load  shall  be  the  maximum  demand  for  a  period  of  15  minutes,  as  determined 
monthly  by  a  demand  meter  or  check  of  service. 
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MISSOURI 

129.4— Refunds. 

Rhodes-Burford  House  Furnishing  Co.  et  al.  v.  Union  Electric 
Light  and  Power  Company.  Complaints  Alleging  Overcharge  and 
Discrimination  in  Rates  and  Asking  That  Reparation  Be  Ordered. 
Decision  of  the  Missouri  Public  Ser^'ice  Commission,  Dismissing 
the  Complaint  as  to  Past  Charges.     October  11,  1915. 

It  appears  that  the  company  had  in  effect  two  rate  schedules  for  com- 
plainants' service  and  that  the  consumer  was  in  each  instance  entitled 
to  the  rate  and  method  of  charging  resulting  in  the  lowest  charge  for 
his  service.  The  selection  of  a  schedule  for  complainants  was  based 
on  observation.  Later  when  a  demand  meter  or  printometer  was  in- 
stalled on  the  different  services  it  was  demonstrated  that  a  lower  charge 
would  be  obtained  by  a  change  to  the  optional  rate  schedule.  The 
complainants  point  out  that  if  their  service  had  been  measured  prior 
to  the  selection  of  the  schedule,  their  service  would  have  been  billed 
at  the  lower  rates  to  which  they  were  entitled,  and  a  claim  for  over- 
charge is  made  on  this  showing. 

The  Commission  does  not  attempt  to  determine  the  merits  of  the 
claim,  holding  that  it  is  without  jurisdiction  to  determine  the  amount 
of  the  overcharge  or  to  order  a  refund  of  overcharge  for  a  public  utility 
service  on  any  showing  of  facts.  If  the  complainants  have  just  demands 
against  the  defendant  company  arising  from  excessive  payments  for 
service  rendered  they  must  be  presented  in  a  proper  action  in  court. 

Two  previous  cases  are  referred  to  in  which  the  Commission  assumed 
that  it  had  the  power  to  order  refund  of  overcharges,  for  water  service 
in  one  instance  and  telephone  service  in  another.  (Cole  v.  Ft.  Scott 
&  Nevada  Light,  Heat,  Water  and  Power  Co.,  1  Mo.  P.  S.  C.  130,  177, 
and  Butler  v.  Doniphan  Tel.  Co.,  2  Mo.  P.  S.  C.  81. 

"As  the  power  of  the  Commission  in  this  respect  was  not  questioned 
at  the  time,  the  error  resulted,  which  the  Commission,  after  careful 
consideration,  now  seeks  to  correct  and  states  its  precise  authority 
in  this  respect." 

In  the  case  of  railroads  the  Commission  has  power  to  determine 
whether  a  shipper  has  incurred  any  damage  by  the  exaction  of  dis- 
criminatory or  excessive  charges  and  to  fix  the  amount  of  the  overcharge. 
If  the  railroad  fails  to  repay  the  shipper  in  the  amount  fixed  by  the 
Commission  a  suit  for  damages  may  be  instituted  in  the- proper  court 
and  "upon  the  trial  of  such  cause,  a  certified  copy  of  the  award  and 
decision  of  said  commissioners  shall  be  received  as  'prima  fade  evidence 
of  each  and  every  fact  therein  stated." 

At  the  last  session  of  the  General  Assembly  of  Missouri,  there  was 
introduced  a  bill,  approved  by  the  Commission,  which  was  to  give 
the  Commission  similar  power  over  refunding  of  evercharges  for  any 
public  utility  service.     The  bill  failed  to  become  a  law. 
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129.1 — Discrimination. 

The  Commission,  therefore,  being  without  jurisdiction,  dismisses  the 
complaint  as  to  overcharges  and  discrimination  in  past  bills,  but  it 
lays  down  the  following  set  of  rules,  which  the  company  is  to  follow 
in  order  to  eliminate  any  possible  future  discrimination  in  the  matters 
in  question. 

"The  defendant  shall,  as  soon  as  practicable,  during  the  normal  peak 
demand  period  pecuUar  to  each  class  of  business,  make  an  inspection 
of  the  installation  of  each  customer,  of  a  class  having  the  choice 
of  more  than  one  schedule,  for  the  purpose  of  checking  up  his  con- 
nected load,  maximum  or  assessed  demand  or  other  conditions  of 
use,  and  shall  study  the  consumer's  monthly  energy  consumption 
for  the  past  year  and  secure  any  other  reasonable  data  necessary  to 
determine  whether  the  consumer  is  still  being  served  under  the 
most  economical  schedule  then  in  effect  and  to  place  the  consumer 
under  the  existing  schedule  most  advantageous.  This  shall  not  be 
required,  however,  where  such  an  inspection  has  been  made  at  the 
beginning  or  during  the  consumer's  present  term  of  agreement. 

'Tf  anew  customer  having  the  choice  of  a  schedule  based  on  measured 
maximum  demand  is  placed  on  a  schedule  not  based  on  measured 
maximum  demand,  or  if  the  demand  is  temporarily  obtained  by 
assessment  pending  the  determination  of  the  measured  demand, 
such  schedule  or  such  assessment  shall  prevail  until  the  demand  is 
actually  measured,  which  shall  be  the  next  succeeding  normal 
peak  demand  period,  and  in  case  the  consumer  then  elects  to  be 
^placed  under  the  demand  schedule,  or  in  case  the  actual  measure- 
ment of  demand  effects  a  change  in  the  consumer's  account  from  that 
computed  on  the  assessed  demand,  the  consumer  shall  be  credited 
with  the  excess  or  may  be  charged  with  the  decrease  accruing  between 
the  amount  paid  and  the  amount  computed  on  the  basis  of  the 
measured  demand. 

"When  the  defendant  shall  make  an  investigation  of  the  customer's 
connected  load  and  assessed  or  measured  demand,  together  with  a 
study  of  the  consumer's  monthly  energy  consumption,  either  at  inter- 
vals or  in  connection  with  new  business,  the  consumer  shall  then  either 
be  placed  on  the  most  advantageous  schedule  or  advised  of  the 
result  of  the  investigation  and  proffer  made  of  the  company's 
assistance  in  determining  under  which  schedule  consumer  would  be 
most  benefited.  The  company  shall  not  be  required,  however,  to 
effect  more  than  one  change  in  schedule  existing  at  time  demand 
is  measured  or  assessed  in  any  twelve  months'  period. 

"When  defendant  introduces  an  entirely  new  schedule  of  rates  and 
charges  which  will  possibly  offer  advantages  to  existing  consumers, 
each  consumer  possibly  so  affected  shall  be  furnished  with  notice 
of  new  schedule  and  proffer  made  of  the  company's  assistance  in 
determining  whether  consumer  would  be  benefited  by  being  served 
and  billed  undef  such  schedule. 
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"If  a  customer,  in  accordance  with  any  of  the  foregoing,  shall  elect 
to  be  placed  on  any  other  schedule  than  the  one  under  which  he  is 
being  served,  he  shall  not  be  required  to  enter  upon  a  service 
agreement  extending  beyond  the  time  of  expiration  of  the  original 
agreement,  unless  compliance  with  the  new  agreement  shall  entail 
expense  to  the  company  for  the  installation  of  new  apparatus  or 
facilities  for  serving  a  customer,  in  which  case  the  company  may 
require  the  standard  term  of  agreement  before  putting  into  effect 
the  new  schedule." 

SOUTH  DAKOTA 

132— Protection  from  Competition. 

CiLLEY  et  al.  V.  Kennebec  Telephone  Company  et  al.,  Complaint  to 
Prevent  Duplicate  and  Competitive  Telephone  Service  in  Kennebec. 
Decision  of  the  South  Dakota  Board  of  Railroad  Commissioners, 
Finding  That  They  Are  Without  Jurisdiction  in  the  Matter.  Octo- 
ber 9,  1915. 

Preparation  was  under  way  for  establishing  a  second  exchange  for 
telephone  service  in  Kennebec,  and  an  appeal  was  taken  to  the  Board 
on  the  supposition  that  the  Board  had  jurisdiction  to  control  the 
situation  and  to  prevent  the  establishment  of  unnecessary  and  duplicate 
facilities.     The  Board  says: 

"This  jurisdiction  is  exercised  under  the  Wisconsin  statute  and  a 
provision  similar  to  that  contained  in  the  Wisconsin  statute  was 
introduced  at  the  last  session  of  the  legislature,  in  this  State,  but 
because  its  provisions  were  not  understood  by  some  of  the  telephone 
men  in  this  State  the  statute  was  not  passed  and  consequently  this 
Board  is  powerless  to  prevent  the  construction  of  the  second  ex- 
change.    ... 

"In  those  states  having  administrative  boards  such  as  the  Board  of 
Railroad  Commissioners  or  a  public  utilities  commission  which  have 
jurisdiction  over  telephone  companies  with  power  to  make  rates  and 
require  proper  telephone  service,  a  condition  such  as  is  now  provided 
for  Kennebec  is  not  desirable.  We  quite  agree  with  the  Supreme 
Court  of  Kansas  on  this  point.  In  the  case  of  Janicke  v.  W^ashington 
Mutual  Telephone  Company,  150  Pac.  633  (7  Rate  Research  416), 
that  court  in  the  course  of  its  opinion  said: 

"  'Two  telephone  systems  serving  the  same  constituency  place  a 
useless  burden  upon  the  community,  cause  sorrow  of  heart  and  vex- 
ation of  spirit,  and  are  altogether  undesirable.  The  Public  Utilities 
Commission,  with  its  power  over  rates  and  sufficiency  and  efficiency 
of  serxdce,  can  quickly  suppress  any  evil  consequences  of  monopoly, 
and  good  public  policy  favors,  rather  than  discountenances,  a  single 
system.' 

"It  was  a  sorry  day  for  the  citizens  of  Kennebec  when  its  town 
authorities  granted  a  franchise  for  a  second  exchange. 
"We  regret  very  much  that  we  have  not  the  authority  to  prevent 
this  situation." 
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MAINE 

311.3— Present  Value. 

Order  of  The  Maine  Public  Utilities  Commission,  Requiring  Public 
Utilities  to  File  Statements  of  Amounts  Claimed  as  Fair  Present  Value. 
November  17,  1915. 

Every  public  utility  operating  within  the  state  of  Maine,  excepting 
railroad  and  street  railroad  companies,  was  ordered  to  file  with  the 
Commission,  on  or  before  December  20,  1915,  a  statement  of  the  fair 
present  value  of  its  property  and  the  manner  in  which  the  amount  is 
determined.  The  statements  so  filed  are  to  be  published  in  the  Com- 
mission's annual  report.  Each  utility  is  to  submit  a  definite  figure 
representing  the  fair  present  value  of  the  property  of  every  kind  and 
nature,  used  and  useful,  which  is  employed  in  the  public  service,  and 
upon  which  amount  the  utility  bases  its  claim  for  a  fair  return  in  money 
for  service  rendered.  Som'e  utilities  have  not  as  yet  made  a  full  in- 
ventory and  accurate  appraisal  of  their  property,  but  "each  utility  must 
necessarily  have  in  mind  some  gross  amount  which  it  claims  is  the  fair 
present  value  of  its  said  property,"  and  it  is  a  statement  of  such  claim 
(in  cases  where  no  accurate  appraisal  has  been  made)  that  the  Com- 
mission proposes  to  secure  and  place  before  the  public. 


CALIFORNIA 

221.1 — Issue  of  Stocks  and  Bonds. 

Great  Western  Power  Company  of  California,  Application  For 
Authority  to  Issue  Capital  Stock  and  Debentures  and  For  Approval 
of  a  Certain  Financial  Plan.  Decision  of  the  Califorina  Railroad 
Commission,  Providing  For  the  Issue  of  Securities  and  Approving  the 
General  Plan,  the  Details  of  Which  Are  to  Be  Subject  to  Further 
Approval  of  the  Commission.     December  20,  1915. 

The  application  of  the  company  was  for  approval  of  an  issue  of  capital 
stock  and  debentures  and  for  the  approval  of  a  general  financial  plan 
of  consolidating  the  properties  of  the  Great  Western  Power  System. 

The  company  desires  to  issue  capital  stock  in  exchange  for  an  equivalent 
amount  of  stock  which  was  issued  prior  to  the  enactment  of  the  Public 
Utilities  Law  and  the  Commission  is  unable  to  determine  the  value 
of  the  consideration  received  for  the  original  stock.     The  decision  says: 

"The  Commission  desires  to  be  of  all  possible  assistance  to  Great 
Western  Power  Company  of  California  in  its  financing,  but  at  the 
same  time  naturally  hesitates  to  give  unconditional  authority,  as 
long  as  par  value  remains  on  CaUfornia  stock,  for  the  issue  of  capital 
stock,  unless  it  is  convinced  that  the  capital  stock  represents  value 
in  accordance  with  the  principles  heretofore  established  in  this 
Commission's  decisions. 
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"Great  Western  Power  Company  of  California  has  expressed  a 
willingness  to  issue  certificates  of  stock  in  such  form  that  the  Com- 
mission's consent  to  the  issue  thereof  may  not  be  misconstrued. 
The  order  herein  will  accordingly  provide  that  each  certificate  of 
the  common  capital  stock  issued  by  Great  Western  Power  Company 
of  California  under  the  order  herein  or  in  transfers  thereof  shall 
contain,  in  the  body  of  the  certificate,  the  following  language: 

"  'This  certificate  of  stock  has  been  issued  pursuant  to  Decision 
No.  2985,  rendered  on  December  20,  1915,  by  the  Railroad  Com- 
mission of  the  State  of  California,  in  Application  No.  1999.  In  said 
decision  the  Railroad  Commission  states  that  the  issue  of  this  stock 
is  authorized  only  because  of  the  practical  necessity  of  exchanging 
the  same  for  a  like  amount  of  stock  of  Great  Western  Power  Com- 
pany, issued  before  the  law  of  California  required  the  Railroad 
Commission's  consent  to  the  issue  of  capital  stock  by  pubhc  utilities. 
The  Railroad  Commission  of  the  State  of  California  in  said  decision 
states  that  it  has  been  unable  to  ascertain  to  what  extent,  if  at  all, 
the  capital  stock  of  Great  Western  Power  Company,  at  the  time  of 
its  issue,  represented  tangible  value.' 

"Great  Western  Power  Company  of  California  will  be  expected  to 
adopt  by  resolution  of  its  board  of  directors  a  form  of  common  stock 
certificate  containing  the  foregoing  language,  which  form  of  cer- 
tificate shall  hereafter  be  used  for  the  issue  and  transfers  of  its  com- 
mon capital  stock  issued  under  the  order  herein. 

"It  should  be  distinctly  understood  that  the  Railroad  Commission's 
action  in  authorizing  the  issue  of  the  common  capital  stock  as  herein 
requested,  must  not  be  taken  as  a  precedent.  Authorization  is 
being  made  solely  because  the  capital  stock  of  Great  Western  Power 
Company  was  issued  prior  to  the  effective  date  of  the  Public  Utilities 
Act  and  is  now  outstanding  and  because  appHcant  herein  earnestly 
insists  that  the  exchange  of  an  equivalent  amount  of  its  common 
capital  stock  for  the  stock  of  Great  Western  Power  Company  now 
held  by  the  New  Jersey  corporation,  is  a  condition  precedent  to  the 
success  of  further  satisfactory  financing  by  Great  Western  Power 
System." 


REFERENCES 
RATES 

511— Flat  Rates. 

The  Value  of  the  Poor  Man's  Business,  by  Earl  E.  Whitehorne. 
Electrical  World,  January  22,  1916.     p.  201.     3  pages. 

Campaigns  in  various  cities  for  controlled  flat-rate  customers  are  discussed  which 
have  satisfactorily  demonstrated    that  such  small    customer  busiftess  can    be 
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easily  secured  and  will  bring  in  additional  revenue  which  the  central  station 
cannot  afford  to  ignore.  Families  with  a  very  limited  amount  to  spend  each 
month  do  not  dare  trust  a  meter  and  risk  running  up  larger  bills  than  were  expected; 
but  if  he  can  contract  for  four  lamps  and  pay  $1  or  $1.25  a  month,  the  poor  man 
is  eager  for  the  comfort  that  it  brings  and  the  writer  adds  "he  will  pay  his  bills." 
One  account  adds  little,  but  the  value  of  500  or  1000  such  accounts  can  be  measured 
in  respectable  proportions  in  the  profits  of  the  year.  Central  station  men  are 
urged  to  lay  aside  the  prejudice  against  flat  rate  service  and  to  investigate  this 
modern  idea  of  using  the  controlled  flat  rate  for  the  small  customer  to  determine 
what  it  will  mean  for  his  companj^  if  this  type  of  business  is  secured. 


INVESTMENT  AND  RETURN 

310— Valuation. 

The  Utilities  Magazine,  January,  1916.     227  pages.     $2.00  per  copy. 

The  January  issue  of  the  Utilities  Magazine  gives  a  complete  copy  of  the  proceed- 
ings of  the  Conference  on  Valuation  held  in  Philadelphia,  November  10  to  13, 
1915,  under  the  auspices  of  the  Utilities  Bureau.  The  Conference  was  reported 
in  8  Rate  Research  110  and  126. 

PUBLIC  SERVICE  REGULATION 

112.1 — Indeterminate  Permit. 

The  Desirability  of  Indeterminate  Instead  of  Fixed  Term  Fran- 
chises, By  C.  F.  W^  Wetterer.  Stone  and  Webster,  January,  1916, 
p.  9.     5  pages. 

The  adoption  of  the  indeterminate  permit  in  place  of  the  term  franchise  is  to  be 
desired,  because  it  gives  greater  security  to  the  investor;  it  results  in  continuous  and 
uninterrupted  development  of  a  utility  so  as  to  best  meet  the  needs  of  the  public; 
it  means  that  rates  need  to  be  fixed  so  as  to  yield  operating  expenses,  taxes,  replace- 
ments, depreciation,  obsolescence,  etc.,  and  a  fair  return  on  investment,  but  that 
the  necessity  of  amortizing  the  investment  within  a  period  of  time,  the  franchise 
term,  is  eliminated;  and  it  provides  for  the  taking  over  of  the  property  by  the 
public  at  any  time  upon  compensating  the  investors  for  the  fair  value  of  the  utility. 

112.1 — Indeterminate  Permit. 

Franchises  and  Public  Welfare,  by  M.  H.  Aylesworth.  Aera, 
January,  1916.     p.  545.     3  pages. 

Mr.  Aylesworth,  member  and  attomej'  of  the  Colorado  Public  Utilities  Commis- 
sion, points  out  the  advantages  of  the  adoption  of  the  indeterminate  franchise  under 
state  regulation.  The  article  is  from  an  address  before  the  Colorado  Electrical 
Association,  reported  in  8  Rate  Research  127. 

200— Public  Service  Regulation. 

Regulation  of  Public  Utilities,  by  Leonard  A.  Busby.  Area,  Jan- 
uary, 1916.     p.  515.     18|  pages. 

The  address  on  regulation  of  public  utilities  and  principles  which  must  govern,  if 
it  is  to  be  of  real  and  lasting  benefit  to  the  public,  was  delivered  at  the  joint  meet- 
ing of  the  Chicago  Section  of  the  American  Institute  of  Electrical  Engineers  and 
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the  Electrical  Section  of  the  Western  Society  of  Engineers  at  Chicago,  November 
22,  1915.  The  address,  extracts  of  which  were  given  in  Electric  Railway  Journal 
(8  Rate  Research  143)  is  here  given  in  full. 

253 — Commission  Reports  of  Decisions. 

Report  of  the  Idaho  Public  Utilities  C!ommission  for  the  Year 
Ended  June  30,  1915.    406  pages. 

The  report  contains  a  general  account  of  the  Commission's  work,  the  decisions 
of  the  Commission  in  formal  and  informal  cases,  and  amendments  to  the  Public 
Utilities  Act  by  the  1915  session  of  the  Legislature. 


GENERAL 

226.2— Extension  of  Service. 

Rural  Development  of  Til\nsmission  Lines  in  Eastern  Penn- 
sylvania, by  Joseph  W.  Price.  General  Electric  Review.  February 
1916.     p.  109.     6  pages. 

An  account  is  given  of  the  experience  of  two  companies  in  the  development  of 
rural  loads,  and  specific  data  are  presented  as  to  rates,  revenues,  and  service 
furnished.  One  company  is  tj'pical  of  that  class  of  central  station  which  is  located 
in  an  industrial  center  of  reasonable  size  and  which  has  grown  along  with  that 
center,  at  the  same  time  branching  out  here  and  there  as  business  seemed  to 
warrant,  or  as  the  pioneer  idea  found  temporary  favor.  The  other  company  is 
an  example  of  the  central  station  installed  in  a  small  community  having  little 
or  no  manufactures,  making  the  station  practically  dependent  upon  farms  and 
farmers  for  its  existence. 

614 — Heating  and  Cooking. 

Electric  Heating  and  Cooking,  by  R.  Weaver.  Science  Abstracts  B, 
April  26,  1915,  p.  137.  Abstracted  in  American  Gas  Institute  Ah- 
stracts,  January  1,  1916,  p.  7. 

Comparisons  are  made  of  the  number  of  heat  units  obtained  by  the  same  expendi- 
ture for  electricity,  gas,  and  coal;  and  curves  are  given  showing  the  rise  of  tem- 
perature with  time  for  the  same  three  means  of  heating.  Data  are  given  for  two 
cookers,  one  heated  by  gas  and  the  other  by  electricity. 


MUNICIPALITIES 

840 — Public  Operation. 

Data  on  Municipal  Plant  Operation  in  Oklahoma,  by  Harold  V. 
Bozell.     Pamphlet,  85  pages. 

Reports  of  the  operating  and  financial  conditions  of  most  of  the  larger  municipal 
water  and  light  plants  in  Oklahoma,  obtained  in  July,  1914,  are  compiled.  The 
rates  are  given  for  each  plant  and  may  be  compared  with  rates  for  privately 
owned  plants  given  in  the  report  by  R.  W.  Stinson  and  Homer  Livergood  (7  Rate 
Research  142).  A  statement  is  also  given  regarding  plant  equipment  and  oper- 
ating conditions,  accounting  systems  in  use,  data  regarding  bond  issues,  and  brief 
histories  showing  the  manner  in  which  the  plants  have  been  operated  and  how 
the  municipality's  money  has  been  expended.  • 
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COURT  DECISION  REFERENCES 

831 — Purchase  by  Municipality. 

City  of  Bremerton  v.  Bremerton  Water  and  Power  Company. 
Decision  of  the  SuprExME  Court  of  Washington.  December  3,  1915. 
153  Pacific  372. 

The  city  has  undertaken  to  acquire  the  property  of  the  water  and  power  company. 
Controversies  arose  as  to  the  right  of  the  city  to  buy,  and  as  to  the  amount  of 
the  purchase  price.  The  only  question  coming  before  the  Supreme  Court  is  the 
one  of  price. 

The  city  contends  that  from  the  time  of  its  decision  and  announcement  to  buy 
the  property,  the  property  in  equity  belonged  to  the  city,  although  no  tender  was 
made,  and  that  the  city  should  be  allowed  the  profits  of  the  plant  during  the 
period  of  negotiation.     On  this  point  the  Court  says: 

"The  city  admittedly  did  not  have  the  means  ready  for  a  purchase  when  it 
began  this  action,  nor  has  it  ever  had  them  since,  and  this  court  must  assume 
that  it  could  raise  this  money  only  by  issuing  bonds  which  might  be  refused 
by  the  people  at  the  polls,  or  fail  of  sale  in  the  market.  Without  reckoning, 
then,  delays  from  the  opposition  of  the  owner,  we  must  bear  in  mind  the  un- 
certainty of  the  purchaser.  The  owner  is  clearly  entitled  to  possession  imtil 
the  purchaser  is  actually  ready  to  pay;  for  the  property  is  his  until  he  is  paid. 
By  some  accident  the  plant  might  be  ruined  or  extensively  impaired,  in  which 
event  the  city  would  surely  not  accept  it.  Accordingly  the  owner,  having^the 
burdens  of  OAvnership,  is  surely  entitled  to  its  profits." 

The  city  objects  to  the  inclusion  in  the  value  of  the  property  of  an  amount  for 
cost  of  lowering  mains,  and  cites  a  provision  in  the  franchise  which  says  that  the 
cost  of  lowering  mains  is  to  be  borne  by  the  company.     The  Court  says: 

"It  is  just  because  these  mains  were  to  be  lowered  'at  the  cost  of  the  grantee,' 
that  it  now  becomes  a  cost  which  the  purchasing  city  must  assume  under  its 
bargain." 

The  court  finds  that  it  has  the  power  to  require  the  city  to  make  payment  at 
some  reasonable  date,  "lest  the  owner  be  forever  crippled  in  the  exercise  of  ob- 
ligations to  its  stockholders  and  the  public."  The  city  in  this  case  is  allowed 
four  months  within  which  to  "make  its  tender  or  suffer  dismissal  of  this  suit." 

314.5— Interest  During  Construction. 

Both  the  lower  court  and  the  referee  allowed  an  amount  for  "interest  during 
construction."  The  court  points  out  that  this  item  was  for  the  period  when  the 
owner  of  the  property  made  large  additions  out  of  earnings  and  from  personal 
advances  without  issuing  bonds  or  incurring  general  loans. 

"This  item  is  properly  allowed  as  one  of  cost  of  plant.  To  illustrate:  Had 
bonds  been  floated,  their  interest  charge  would  manifestly  have  been  a  cost 
ingredient.  Now,  the  owner  is  surely  entitled  to  allowance  in  the  same  way 
whether  he  advanced  the  money  himself  or  left  idle  in  the  treasury  for  current 
and  impending  construction,  earnings  which  he  could  have  taken  out  as  divi- 
dends. We  may  add  that  our  Public  Service  Commission  has  had  to  fix  this 
kind  of  item  in  its  general  practice,  which  is  as  follows: 

"  'Charge  to  this  account  all  interest  on  loans  obtained  and  on  notes  issued 
for  money  borrowed  for  construction  purposes  or  for  the  purchase  of  equip- 
ment.' 

"And  the  Interstate  Commerce  Commission  is  equally  emphatic: 

"  'This  account  shall  also  include  reasonable  charges  for  interest  during  the 
construction  period,  on  the  owners'  own  funds  used  temporarily  during  such 
period  for  construction  purposes.'  " 
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831— Purchase  by  Municipality. 

Borough  of  Hanover  v.  Hanover  Sewer  Company.  Decision  of 
Supreme  Court  of  Pennsylvania.     October  4,  1915.     96  Atlantic  132. 

The  proceeding  is  for  the  purpose  of  ascertaining  the  value  of  the  sewerage  system 
of  the  defendant  company  for  the  purpose  of  its  acquisition  by  the  Borough. 

311.1— Original  Cost. 

Evidence  as  to  the  original  cost  of  the  sewerage  system  was  refused  by  the  lower 
court  and  the  case  was  tried  upon  the  theory  that  the  actual  present  value  of  the 
property  was  to  be  determined  by  showing  the  cost  of  reproduction  less  deprecia- 
tion. The  Court  rules  that  proof  of  the  original  cost  of  construction  of  a  public 
utility  is  competent  evidence  to  be  considered  as  an  element  in  ascertaining 
present  value. 

"While  not  controlling,  it  is  to  be  considered  with  other  elements  entering 
into  the  value.  This  is  the  doctrine  of  our  own  cases,  and  of  those  in  the 
federal  jurisdiction,  as  well.     . 

"The  testimony  was  relevant  and  should  have  been  admitted  as  tending  to 
show  the  original  cost  of  construction,  which  was  an  element  to  be  considered 
in  ascertaining  the  value  of  the  plant." 

315.1— Going  Value. 

Objection  was  made  to  the  inclusion  of  evidence  to  the  effect  that  the  system 
was  operated  at  a  loss  for  about  ten  years,  and  that  the  company  incurred  an 
indebtedness  of  about  $13.5,000  to  pay  the  cost  of  construction,  operation  and 
the  development  of  the  business  to  a  point  where  the  revenue  is  sufficient  to  pay 
operating  expenses  and  a  reasonable  profit.  Under  the  ruling  of  the  lower  court, 
the  jury  was  permitted  to  include  the  amount  of  deficits,  or  losses  in  the  business, 
as  an  element  of  value  in  the  system.     The  Court  says: 

"If  the  going  value  of  a  concern  is  to  be  fixed  in  part  by  including  losses  in 
operation,  then  a  premium  may  be  placed  upon  poor  judgment,  misfortune,  or 
bad  management.  The  greater  the  loss,  the  greater  would  be  the  value  of 
the  plant.  Such  a  theory  cannot  be  accepted  as  sound.  In  .\ppleton  Water- 
works Co.  V.  Railroad  Commission  of  Wisconsin,  154  Wis.  121,  142  N.  W.  476, 
47  L.  R.  A.  (N.  S.)  770,  Ann.  Cas.  191oB  1160,  The  Supreme  Court  of  Wisconsin 
says : 

"  'The  actual  original  cost  of  establishing  the  business  of  the  existing  plant  is 
very  clearly  unsatisfactory  to  the  last  degree  as  a  test  of  going  value,  because 
it  may  have  been  wasteful  and  extravagant.' 

"This  observation  would  be  even  more  true  as  applied  to  losses  incurred  in 
the  operation  of  the  business. 

315.4 — Franchise  Value. 

"In  the  present  case  the  defendant  company  was  undoubtedly  entitled  to 
compensation  for  the  value  of  its  business  as  a  going  concern  and  for  whatever 
its  franchise  could  actually  be  shown  to  be  worth.  But  it  must  be  remembered 
that  it  had  no  perpetual  privilege,  and  permission  to  operate  was  granted  to 
it  only  under  the  express  provisions  of  the  statute  which  empowered  the 
municipality  to  become  at  any  time  the  owner  of  the  sewerage  system,  and 
to  take  over  the  property  of  the  company,  by  paying  the  actual  value  at  the 
time  of  taking.  The  sewer  company  had  the  right  to  carry  on  its  business  in 
the  borough  only  until  such  time  as  the  municipality  chose  to  exercise  its 
right  of  purchase.  It  is  difficult  to  see  how  there  could  be  any  appreciable 
amoimt  of  value  in  such  a  determinable  franchise  as  that." 
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RATES 

WATERBURY.  CONNECTICUT 

720— Rate  Schedules. 

The  United  Electric  Light  and  Water  Company  has  put  in  effect 
new  rate  schedules  for  residence  and  commercial  lighting  in  Water- 
bury,  Connecticut,  (Pop.  73,141).  The  rates  are  effective  as  of 
January  1,  1916,  and  apply  only  to  service  within  the  corporate  limits 
of  the  city.     The  new  rates  are  as  follows: 

523.2— Area  of  Premises  Basis. 

RESIDENCE  LIGHTING. 

Applies  to  electric  energy  for  all  domestic  purposes. 

Rate. 

10  cents  per  kilowatt-hour  for  any  part  of  the  first  1.2  kilowatt-hours  per  month 

per  100  sq.  ft.  of  fioor  area. 

5  cents  per  kilowatt-hour  for  any  part  of  the  next  2.8  kilowatt-hours  per  month 

per  100  sq.  ft.  of  floor  area. 

3  cents  per  kilowatt-hour  for  all  in  excess  of  4.0  kilowatt-hours  per  month 

per  100  sq.  ft.  of  floor  area. 

Minimum  Area. 

If  the  residence  contains  800  sq.  ft.  or  less,  the  energy  will  be  billed  as  follows: 

10  cents  per  kilowatt-hour  for  anj'  part  of  the  first  10  kilowatt-hours  consumed 

per  month. 

5  cents  per  kilowatt-hour  for  any  part  of  the  next  22  kilowatt-hours  consumed 

per  month. 

3  cents  per  kilowatt-hour  for  all  in  excess  of  32  kilowatt-hours  consumed  per 

month. 

Minimum  Charge. 

50  cents  per  month. 

Lamp  Renewals. 

Carbon  filament  lamps  will  be  renewed  free  of  charge  upon  the  return  of  burned 
out  lamps  with  glass  unbroken  to  the  company's  office. 

Editobial  Note — ^AU  indented  matter  is  direct  quotation. 
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COMMERCIAL  LIGHTING. 
Rate. 

If  the  demand  is  200  watts  or  less,  energy  will  be  billed  as  follows: 

10  cents  per  kilowatt-hour  for  any  part  of  the  first  10  kilowatt-hours  per  month. 
5  cents  per  kilowatt-hour  for  all  in  excess  of  the  first  10  kilowatt-hours  per 
month. 

If  the  demand  is  over  200  watts,  energy  will  be  billed  as  follows: 

10  cents  per  kilowatt-hour  for  any  part  of  the  first  50  hours'  use  per  month 

of  the  demand. 

5  cents  per  kilowatt-hour  for  all  above  50  hours'  use  per  month  of  the  demand. 

Demand. 

The  demand  will  be  determined  from  the  connected  load  with  a  minimum 
demand  of  200  watts. 

Minimum  Charge. 

50  cents  per  month. 

Lamp  Renewals. 

Carbon  filament  lamps  will  be  renewed  free  of  charge  upon  the  return  of  burned 
out  lamps  with  glass  unbroken  to  the  company's  office. 


COMMISSION  DECISIONS 

ILLINOIS 

300 — Investment  and  Return. 

City  of  Belleville  v.  St.  Clair  County  Gas  and  Electric  Com- 
pany. Complaint  as  to  Rates  for  Electric  Service.  Decision  of  the 
Illinois  Public  Utilities  Commission,  Fixing  Rates.  November 
24,  1915. 

The  Commission  made  an  investigation  to  determine  reasonable  rates 
for  gas  and  electric  service  of  the  St.  Clair  County  Gas  and  Electric 
Company.  The  decision  of  the  Commission  fixing  gas  rates  was  ren- 
dered September  22,  1915  (8  Rate  Research  99).  The  following  is 
an  abstract  of  the  Commission's  holdings  on  valuation  of  the  electric 
property,  and  the  new  rates  for  electric  service  prescribed  by  the  Com- 
mission are  given. 

314 — Overhead  Charges. 

The  Commission's  engineering  staff  used  a  table  of  overhead  charges 
which  segregates  the  percentages  of  overhead  expenses  as  applied  to 
the  various  items  of  construction.  (For  the  table  used  in  the  valua- 
tion of  the  gas  property  see  8  Rate  Research  99) . 

"The  percentages  found  by  the  engineering  staff,  when  weighted, 
produce  a  composite  overhead  charge  equal  to  14.9  per  cent  of  the 
staff's  valuation  of  the  tangible  property.  In  addition  to  the  14.9 
per  cent,  the  engineering  staff  testified  that  not  less  than  10  per 
cent  had  been  allowed  in  its  valuation  to  cover  contractor's  profit 
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on  all  items  of  construction  which  justly  were  entitled  to  such 
surcharge. 

"Upon  cross-examination,  the  respondent's  witness  in  testifying 
as  to  overhead  expenses,  admitted  (1 )  that  preliminary  expense,  in 
the  actual  cost-method  applied  in  this  valuation,  would  be  appli- 
cable to  only  the  initial  increment  of  the  property  constructed  at 
the  inception  of  the  project,  (2)  that  contractor's  profit  is  covered 
by  the  unit  prices  taken  from  the  respondent's  books,  and  (3)  that 
a  percentage  to  cover  engineering  should  apply  principally  to  the 
structural  property  owned  by  the  respondent.  In  subsequent 
hearings,  the  respondent  neither  rebutted  the  method,  nor  ques- 
tioned the  amount  established  by  the  engineering  staff  in  fixing 
a  reasonable  and  adequate  percentage  to  cover  overhead  charges. 

(1)                                                        (2)             (3)             (4)  (5)  (6) 

Trans-      Build-  Plant  General 
Land      mission       ings  and  equip- 
Item                                                                  and  dis-       and  equip-  ment. 

tribution  struct-  ment. 
ures 

%              %              %  %  % 

1.  Inventory  omissions 0                2                1^  1  1 

2.  Engineering      and      archi- 

tecture           2  3  5  5  0 

3.  General  supervision 0  5  3  3  2 

4.  Interest    during    construc- 

tion          6  2  3  3  0 

5.  Insurance,     fire     and     lia- 

bility   0  I  1  1  i 

6.  Organization 12  2  1  ^ 

7.  Legal  and  taxes 2  i  2  I  0 

8.  Contingencies 0  1  1  I  0 

9.  Total 11  16  17  15  4 

315— Going  Value. 

The  discussion  of  going  value  is  the  same  as  in  the  gas  case  (8  Rate 
Research  100),  and  in  addition  the  Commission  cites  the  opinion  of 
other  courts  and  Commissions  and  says: 

"Among  utilities  which  have  become  involved  in  rate-making  pro- 
cedures, there  has  existed  great  uncertainty  as  to  what  constitutes 
proper  and  complete  'going  value.'  This  uncertainty  has  been 
reflected  in  long  discussions  by  regulatory  commissions.  No  court 
of  last  appeal  has  yet  defined  clearly  and  fully,  exactly  what  shall 
be  included  and  what  method  shall  be  pursued  in  arriving  at  a 
reasonable  and  proper  'going  value.'  It  is  not  expected  that  ideas 
respecting  intangible  values  will  become  crystalized  or  that  a  rea- 
sonable unanimity  of  thought  will  prevail  for  many  years  to  come. 
'Going  value'  is  not  a  matter  of  formulae  and  is  not  susceptible 
to  scientific  computations.  At  the  present  time,  allowances  made 
in  the  capital  account  for  'going  value'  must  be  considered  more 
or  less  the  result  of  judgment — a  judgment  in  which  the  presump- 
tion is  that  fair  rates  of  charge  are  to  be  established  by  the  regula- 
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tory  power  that  intervenes  between  the  pubhc  on  the  one  hand 
and  the  utility  on  the  other  hand." 

340— Rate  of  Return. 

The  respondent  company  requested  that  an  allowance  of  10%  be 
made,  representing  8%  return  and  2%  to  be  set  aside  annually  as  an 
insurance  against  extraordinary  accidents  in  the  future.  The  com- 
pany pointed  out  that  in  the  past  it  had  suffered  from  a  tornado  and 
from  unusual  floods.     The  Commission  says: 

''In  view  of  certain  facts  in  the  case,  viz.:  (1)  that  losses  sustained 
in  accidents  of  the  nature  just  described  may  be  guarded  against 
by  a  suitable  insurance,  (2)  that  the  respondent  is  now  paying  into 
a  fund  of  its  parent  holding  company  an  annual  percentage  which 
is  supposed  to  cover  casualties  of  the  dependent  companies,  (3)  that, 
during  the  years  covered  by  the  Commission's  investigation,  these 
casualties  have  occurred  and  have  been  met  by  emergency  expen- 
ditures which  seem  to  have  found  ultimate  distribution  in  the 
respondent's  operating  accounts,  and  (4)  that  it  seems  unadvis- 
able  for  a  regulatory  body  to  make  advance  allowance  for  remotely 
possible  accidents — the  Commission  finds  it  difficult  to  concede 
an  allowance  of  2  per  cent  to  cover  possible  calamities  of  the  future. 
The  stockholders'  risk  of  maintaining  an  electric  utility  property 
against  exceptional  and  unusual  accidents  of  the  nature  just  described 
is  one  of  the  items  which  generally  entitle  the  entrepreneur  to  a 
greater  rate  of  return  than  is  represented  by  a  nominal  interest 
such  as  accrues  from  an  investment  in  'gilt  edge'  bonds. 

"In  considering  a  rate  of  return  upon  the  respondent's  investment 
careful  thought  must  be  given  to  the  many  different  phases  of  the 
situation.  Owing  to  the  wide  monopolistic  privileges  accorded  a 
public  utility  under  the  modern  doctrine  of  state  regulation,  the 
returns  from  utility  investments  are  exceptionally  secure.  Utility 
services,  which  a  few  years  ago  were  luxuries,  are  to-day  necessities 
for  a  majority  of  the  citizens  of  a  community  Such  as  Belleville. 
During  year,s  to  come  the  demand  for  utility  services  doubtlessly 
will  increase  and  thereby  will  tend  further  to  secure  the  income 
of  utility  property.  An  electric  central  station  in  a  territorial 
unit  is  becoming  to  be  recognized  as  a  natural  monopoly,  and,  as 
such,  in  contrast  with  some  other  enterprise  whose  product  is  con- 
sumed subject  to  public  whims,  and  whose  income  is  dependent 
thereon,  appears  to  be  exceptionally  desirable  investment.  It  is 
to  be  admitted,  however,  that  the  trend  of  development,  as  exem- 
plified in  the  past,  cannot  be  predicted  with  absolute  certainty. 
Emergencies  may  arise,  and  the  meeting  of  such  emergencies  may 
entail  a  considerable  expense,  which  makes  it  necessary  to  allow 
a  utility  to  earn  more  than  a  nominal  interest  in  order  that  addi- 
tional capital  may  be  attracted  when  necessary.  Whether  or  not 
a  utility,  in  past  operations,  has  fulfilled  its  trusteeship  of  the  pubHc 
welfare  in  an  adequate  and  efficient  manner  by  keeping  abreast 
of  scientific  and  economic  development,  and  whether  or  not  it  has 


8       Rate     Research  277 


rendered  service  of  suitable  quality  to  its  consumers  and  conducted 
its  business  with  a  \'iew  of  ginng  to  its  patrons  full  opportunity 
to  utilize  electricity  to  advantage,  are  queries  whose  answers  are 
influential  in  reaching  a  decision  as  to  a  proper  rate-of-return. 
A  utility  which  is  excellently  managed,  progressive  in  development, 
alive  to  the  public  requirements,  aggressive  in  securing  new  business, 
economical  in  operation,  courteous  to  consumers,  and  fundamentally 
honest  in  all  transactions,  is  justly  entitled  to  a  greater  rate-of- 
return  than  should  be  allowed  to  a  utility  of  which  the  reverse 
is  true. 

"The  testimony  presented  in  this  case  indicates  that  the  respondent 
has  operated  its  electric  system  in  a  generally  reliable  and  satis- 
factory manner,  except  perhaps  recently,  when  a  substitution  of 
transmitted  power  for  steam-generated  power  has  resulted  in  an 
operation  which,  temporarily  at  least,  is  of  questionable  reliability. 
It  would  appear  that  the  respondent's  property  is  used  efficaciously 
in  the  conduct  of  its  business,  with  the  possible  exception  of  a  small 
amount  of  real  estate  and  non-operating  equipment. 

"As  to  an  equitable  rate-of-return,  the  Commission  taking  into 
consideration  the  nature  and  inherent  risks  of  public  utility  invest- 
ments in  general,  and  particularly  considering  all  the  facts  and  cir- 
cumstances relating  to  this  particular  electric  utility,  as  well  as  the 
testimony  regarding  the  local  pecuharities  and  characteristics  of 
Belleville  and  its  population,  finds  7j  per  cent  per  annum  to  be  a 
fair  rate-of-return  upon  a  fair  and  reasonable  value  of  the  active 
electric  property  under  discussion.  In  fixing  the  rate-of-return, 
the  Commission  has  been  guided  to  some  extent  by  the  experience 
of  other  Commissions,  whose  orders  have  been  subjected  to  judicial 
review.  It  is  to  be  noted  in  passing  that  where  capital  is  propor- 
tioned on  a  basis  of  25  per  cent  in  stock  (par  value)  to  75  per  cent 
in  bonds,  a  7j  per  cent  rate-of-return  upon  a  fair  value  of  the  prop- 
erty is  equivalent  to  approximately  an  1 1  per  cent  rate  of  return  upon 
a  proper  stock  issue,  under  the  customary  interests  and  discounts 
which  seem  to  prevail  on  utility  bonds  in  the  Middle  West." 

360 — Depreciation.  ^ 

"It  was  argued  by  the  respondent  that  the  reproduction-cost-new 
(undepreciated)  is  a  proper  and  equitable  value  to  be  considered  for 
rate-making  purposes.  The  reasons  advanced  are,  (1)  that  reproduc- 
tion cost  is  the  amount  of  money  which  would  necessarily  be  expended 
by  a  utiUty  in  duplicating  its  plant,  and  (2)  that,  from  a  consumer's 
point  of  view,  a  well-operated  utility  is  delivering  100%  service  and  is 
hence  in  100%  condition,  irrespective  of  actual  deterioration  of  the 
physical  plant.  If  there  is  justifiable  ground  for  such  an  argument,  it 
must  be  based  upon  real  reason,  and  not  upon  a  mere  desire  of  the 
owners  of  a  property  to  maintain  its  paper  integrity.  The  advocates 
of  the  theory  would  hardly  admit  that  any  need  of  actually  duplicat- 
ing the  property  will  ever  arise,  or,  if  such  need  were  to  arise,  that  the 
property  would  be  duplicated  in  the  same  identical  manner,  despite 
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modern  efficiency  and  economy  and  despite  scientific  development  in 
the  art.  The  fact  must  be  faced  squarely  that  property  does  depre- 
ciate in  value  with  age,  with  use,  with  changes  in  the  art,  and  with 
increases  in  load.  A  very  vital  element  in  the  value  of  equipment 
lies  in  the  fact  that  it  probably  has  ahead  of  it  certain  years  of  effect- 
iveness in  the  operation  for  which  it  was  intended.  As  this  period  of 
potential  operation  is  increased  or  decreased,  the  value  of  the  equip- 
ment as  a  portion  of  an  operating  property  is  correspondingly 
enhanced  or  diminished. 

365 — Annual  Rate  of  Depreciation. 

"The  annual  rate-of-depreciation  was  subjected  to  little  contro- 
versy at  the  hearings.  The  respondent  computed,  by  the  sinking- 
fund  method,  an  annual  depreciation  which  is  equivalent  to  4  per 
cent  of  its  valuation  of  the  entire  tangible  property,  including  land. 
The  Commission's  engineering  staff,  after  assigning  various  rates-of- 
depreciation  to  the  different  equipments,  computed  by  a  straight- 
line  method,  a  composite  annual  depreciation  which  is  equal  to 
4,86  per  cent  of  its  valuation  of  the  tangible  property,  exclusive  of 
land  (equivalent  to  4.22  per  cent  of  the  tangible  property,  including 
land).  This  percentage  was  applied  consistently  by  the  engineering 
staff  in  all  computations  to  obtain  present-value,  'going  value,' 
and  total  annual  operating  charges.  To  arrive  at  the  so-called 
'per  cent  condition'  of  the  equipment,  the  respondent  depended 
upon  life  tables,  whereas  the  engineering  staff  combined  the  strictly 
life-table  method  with  an  actual  inspection  of  the  equipment  under 
consideration." 

365.1— Straight  Line  Method. 

"In  fixing  upon  a  reasonable  annual  rate-of-depreciation,  the  Com- 
mission is  of  the  opinion  that  the  simple  straight-line  method  of 
setting  aside  equal  yearly  installments  is  proper,  that  these  annual 
installments  should  be  accumulated  into  a  depreciation  (or  renewal) 
fund,  that  the  depreciation  fund  so  accumulated  should  be  drawn 
upon  only  for  renewals,  and  replacements  of  existing  property,  that 
the  accumulations  should  remain  intact  in  an  individual  and  sep- 
arate account  (except  for  such  withdrawals  as  are  made  necessary 
by  replacements  and  renewals),  and  that  the  fund  should  receive 
full  credit  for  all  interest  which  it  may  earn.  With  the  consent 
and  approval  of  the  regulatory  body,  coupled  with  proper  and  judi- 
cious utility  management,  a  large  portion  of  the  accumulated  depre- 
ciation-reserve either  could  be  invested  safely  in  readily  marketable 
bonds  or  could  be  reinvested  to  great  advantage  in  extensions  and 
betterments  of  the  existing  property. 

"For  the  purpose  of  establishing  an  adequate  depreciation  reserve 
in  this  particular  case,  the  Commission  finds  that  the  respondent 
is  entitled  to  an  annual  allowance  equivalent  to  4.4  per  cent  on  the 
value  of  the  property,  to  cover  depreciation,  obsolescence,  inade- 
quacy, etc." 
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510 — Forms  of  Rates. 

The  rates  which  are  ordered  by  the  Commission  change  the  form  of 
the  Company's  rates  to  some  extent.  A  block  rate  for  residential 
and  commercial  consumers  was  in  effect,  and  the  form  is  continued 
with  a  reduction  in  both  the  price  and  the  magnitude  of  the  various 
blocks.     Other  changes  are  as  follows: 

''The  present  power  rate  is  a  so-called  'step-rate,'  which  is  objec- 
tional  and  discriminatory  at  the  points  where  the  steps  occur.  A 
block  rate  for  power  is  considered  to  be  an  advisable  substitute  for 
the  present  step-rate.  In  the  new  rates,  slight  differentiation  is 
made  between  alternating-current  power  and  more  costly  direct- 
current  power.  One  or  two  of  the  present  sundry  rates  have  been 
eliminated  in  the  new  rates,  as  unnecessary.  In  particular,  schedule 
'c,'  a  strictly  flat  rate,  has  been  eliminated  as  undesirable  and  un- 
fairly discriminatory." 

720— Rate  Schedules. 

The  new  rates,  made  effective  within  30  days  from  the  date   of  the 

order,  are  the  following: 

RESIDENTIAL  LIGHTING. 

Available  for  any  consumer  using  the  company's  standard  service  for  residences, 
provided  that  service  hereunder  will  not  be  furnished  to  motor  installations 
having  a  total  capacity  of  more  than  one  horse-power. 

Rate. 

11  cents  per  kilowatt-hour  for  the  first  20  kilowatt-hours  used  per  month. 
8  cents  per  kilowatt-hour  for  all  in  excess  of  20  kilowatt-hours  used  per  month. 

Prompt  Pa3rment  Discount. 

One  cent  per  kilowatt-hour  for  all  bills  paid  in  full  within  ten  days  from  date 
of  bill. 

Minimum  Charge. 

75  cents  per  month  for  each  meter. 

COMMERCIAL  LIGHTING. 

Available  for  any  consumer  using  the  company's  standard  service  for  stores, 
offices,  restaurants,  saloons,  lodge  and  dance-halls,  churches,  laundries,  depots, 
theaters,  factories,  livery  stables,  hotels,  clubs,  shops,  etc.,  provided  that  service 
hereunder  will  not  be  furnished  to  motor  installations  having  a  total  capacity  of 
more  than  one  horse-power. 

Rate. 

11  cents  per  kilowatt-hour  for  the  first  30  kilowatt-hours  used  per  month. 
8  cents  per  kilowatt-hour  for  the  next  30  kilowatt-hours  used  per  month. 
5  cents  per  kilowatt-hour  for  all  excess  used  per  month. 

Prompt  Payment  Discount. 

One  cent  per  kilowatt-hour  for  all  bills  paid  in  full  within  ten  days  from  the 
date  of  bill. 

Minimtim  Charge. 

$1.00  per  month  for  each  meter. 
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ALTERNATING  CURRENT  POWER  SERVICE. 
Rate. 

8^  cents  per  kilowatt-hour  for  the  first  100  kilowatt-hours  used  per  month. 
65  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  used  per  month. 
4|  cents  per  kilowatt-hour  for  the  next  1800  kilowatt-hours  used  per  month. 
3  cents  per  kilowatt-hour  for  the  next  5000  kilowatt-hours  used  per  month. 
2|  cents  per  kilowatt-hour  for  all  excess  used  per  month. 

Prompt  Payment  Discount. 

1  cent  per  kilowatt-hour  on  all  bills  paid  in  full  within  ten  days  from  the  date 
of  bill. 

Minimum  Charge. 

50  cents  per  month  per  horse-power  of  motors  connected  up  to  and  including 

5-horse-power. 

30  cents  per  horse-power  per  month  for  all  connected  motor-capacity  in  excess 

of  5-horse-power. 

No  minimum  bill  shall  be  for  less  than  $1.00  per  month  per  meter. 

DIRECT-CURRENT  POWER  SERVICE. 
Rate. 

10  cents  per  kilowatt-hour  for  the  first  100  kilowatt-hours  used  per  month. 
7  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  used  per  month. 
5  cents  per  kilowatt-hour  for  the  next  1800  kilowatt-hours  used  per  month. 
3  cents  per  kilowatt-hour  for  all  excess  used  per  month. 

Prompt  Pasrment  Discount. 

1  cent  per  kilowatt-hour  on  all  bills  paid  in  full  within  ten  days  from  date  of 
bill. 

Minimum  Charge. 

50  cents  per  month  per  horse-power  of  motors  connected  provided  that  no 
minimum  bill  shall  be  for  less  than  $1.00  per  month  per  meter. 

Terms  and  Conditions. 

The  company  reserves  the  right  to  discontinue  direct-current  service  at  any 
time,  upon  approval  of  the  State  Public  Utilities  Commission  of  Illinois. 

MUNICIPAL  STREET  LIGHTING. 
Rate. 

$55.00  each  per  year  net  for  4  ampere  magnetite  arc  lamps. 

$24.00  each  per  year  net  for  32  candle-power  series  incandescent  lamps. 

Terms  and  Conditions. 

The  company  will  furnish  all  lamps,  wires,  and  other  equipment  required  in 
rendering  municipal  street-lighting  service,  and  will  maintain  and  operate  the 
same. 

The  hours  of  burning  are  to  be  from  15  minutes  after  sunset,  throughout  the  entire 
night,  until  30  minutes  before  sunrise,  each  and  every  night. 

Bills  are  to  be  paid  in  equal  monthly  installments  at  the  end  of  each  month  for 
service  rendered  during  the  month. 

BREAK-DOWN  AND  STAND-BY  SERVICE. 

This  company  will  furnish  break-down  and  stand-by  service  to  plants  normally 
operated  from  other  sources  of  power  at  the  following  rate: 
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Rate. 

Demand  Charge. 

$24.00  per  year  per  kilowatt  of  contracted  demand,  plus  an 
Energy  Charge  of 

1.8  cents  per  kilowatt-hour  for  energy  used. 

Other  schedules  are  provided  for  Lighting  on  Short-Term  Contract;    Flat-rate 
Sign,  Window,  and  Display  Lighting;  and  Sign-Lighting  on  Rental  Basis. 


NEW  JERSEY 

600— Rate  Differentials. 

Bell  Electric  Motor  Company  v.  Public  Service  Electric  Com- 
pany, Complaint  Regarding  Charge  For  Incidental  Lighting  on  Factory 
Power  Service.  Decision  of  New  Jersey  Board  of  Public  Utility 
Commissioners,  Holding  That  Lighting  Service  Must  Be  Separately 
Metered  and  Billed  at  Lighting  Rates.     July  27,  1915. 

In  manufacturing  the  product  of  the  petitioner,  the  Bell  Electric 
Motor  Company,  it  is  necessary  to  use  direct  current  for  testing  pur- 
poses, and  the  petitioner  has  installed  a  direct  current  generator 
driven  by  alternating  current  motor  which  receives  current  from  the 
Public  Service  Electric  Company's  line.  Current  from  the  generating 
set  was  used  for  an  electric  sign  and  for  a  number  of  lights  used  for 
testing  coils  and  for  furnishing  light  at  the  machines  at  certain  times. 

Complaint  was  brought  because  the  company  notified  the  petitioner 
that  the  use  of  current  from  the  motor  generating  set  for  lighting  pur- 
poses will  have  to  be  discontinued  unless  arrangements  are  made  to 
pay  for  current  used  by  the  motor  at  the  regular  lighting  rates. 

611 — Character  of  Service— Light. 

"Rates  for  electric  lighting  service  must  take  into  account  the 
effect  which  such  service  has  upon  the  peak  load  of  the  plant. 

"The  conditions  governing  rates  have  been  gone  into  in  considerable 
detail  in  a  memorandum  on  the  minimum  charge  for  electric  lighting 
issued  by  the  Board  in  1912.  There  it  was  stated  that  costs  of 
furnishing  all  service  readily  fall  into  three  general  classes: 

"(1)  Those  which  are  proportional  to  the  nimiber  of  customers; 

"(2)  Those  which  are  proportional  to  the  maximum  demand  made 
by  the  consumer  at  the  time  of  the  maximum  load  upon  the  plant; 

"(3)  Those  which  are  proportional  to  the  number  of  kilowatt- 
hours  used. 

"The  first  class  of  costs  is  readily  understood  and  amounts  to 
approximately  $10  or  $12  per  annum. 

"The  proper  proportion  of  the  second  class  of  costs  to  be  charged 
against  any  particular  customer  will  depend  very  largely  on  the 
time  of  day  when  such  demand  for  service  occurs. 
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"It  is  well  understood  that  the  maximum  demand  or  peak  load 
upon  the  ordinary  generating  plant  is  caused  by  the  lighting  load, 
and  rates  of  charge  take  into  account  the  fixed  charge  based  upon 
the  capacity  of  the  plant-. 

"In  the  early  days  of  the  electric  lighting  industry,  generating 
plants  operated  only  from  dusk  to  midnight,  or  at  most  from  dusk 
to  day-light  the  next  morning.  Later,  electric  current  was  sold 
for  the  operation  of  motors,  and  as  the  fixed  charges  were  ordinarily 
covered  in  the  rate  charged  for  electric  lighting,  the  rates  charged 
for  power  used  in  ordinary  day-light  hours  were  less  by  the  amount 
of  the  fixed  charges. 

"As  the  electric  power  business  has  grown,  the  rates  for  electric 
lighting  have  been  reduced,  due  to  better  operating  efficiency 
and  to  the  sharing  of  the  fixed  charges  by  the  power  customers, 
to  a  greater  or  less  extent. 

"In  no  case,  however,  does  it  appear  that  the  peak  load  upon  the 
plant  caused  by  the  power  has  exceeded  the  peak  caused  by  the 
lighting  load.     .     .     . 

"To  allow  the  Bell  Electric  Motor  Company  to  obtain  illumination 
service  at  power  rates  would  be  an  unjust  and  undue  discrimination 
against  other  lighting  customers.  Service  for  the  electric  sign  and 
for  the  ordinary  factory  illumination,  whether  furnished  directly 
from  the  mains  of  the  Electric  Company  or  through  the  medium 
of  a  motor  generator  set,  should  be  charged  in  accordance  with  the 
the  regular  lighting  schedule. 

"In  view  of  the  fact  that  direct  current  is  necessary  for  testing  out 
of  coils,  and  that  such  testing  is  done  at  the  machines  where  the 
coils  are  wound,  it  does  not  appear  improper  to  utilize  the  same 
lamps  for  illuminating  purposes,  and  under  all  the  circumstances, 
the  Board  does  not  think  it  is  requisite  that  the  testing  lamps  be 
classed  as  'lighting'. 

"It  will  be  to  the  advantage  of  the  Bell  Electric  Motor  Company 
to  have  the  sign  and  the  ordinary  office  lighting  supplied  directly 
from  the  company's  mains,  and  a  separate  meter  should  be  installed 
by  the  company  for  this  purpose  and  current  supplied  through  this 
meter  charged  for  at  the  regular  lighting  rates." 

WISCONSIN 

132 — ^Protection  from  Competition. 

Wisconsin  Telephone  Company,  Application  For  Authority  to  Ex- 
tend its  Lines.  Decision  of  the  Wisconsin  Railroad  Commission, 
Dismissing  the  AppUcation.     January  21,  1916. 

At  a  former  hearing,  the  appHcation  of  the  telephone  company  was 
denied  by  the  Commission  on  a  finding  that  the  proposed  line  would 
parallel  the  line  of  an  existing  company.  One  of  the  residents  desiring 
service  from  the  proposed  line  asked  for  a  rehearing  in  the  matter  to 
enable  him  to  offer  testimony  showing  his  need  for  the  service  of  the 
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applicant  company.  The  Commission,  however,  finds  nothing  pre- 
sented at  this  rehearing  to  change  the  former  determination  dismissing 
the  apphcation.     The  Commission  says: 

"As  made  plain  in  the  former  order,  the  Commission  could  justify 
giving  permission  for  such  a  paralleling  of  lines  as  would  introduce 
competition  between  two  public  service  companies  only  upon  the 
ground  that  public  convenience  and  necessity  required  such  compe- 
tition, the  policy  of  the  law  being  to  avoid  duplication  and  wasteful 
competition  in  the  public  telephone  service." 

WISCONSIN 

132 — Protection  from  Competition. 

Wilton  Farmers'  Telephone  Company,  Apphcation  for  Certificate 
of  Public  Convenience  and  Necessity.  Decision  of  the  Wisconsin 
Railroad  Commission,  Dismissing  the  Application.  January  21, 
1916. 

The  proposed  telephone  system  would  parallel  the  lines  of  the  Ontario 
and  Wilton  Company  and  is  plainly  intended  as  a  substitute  of  the 
established  company.  It  appears  that  the  new  company  was  organized 
because  of  complaints  of  inadequate  service  of  the  present  company. 
The  Commission  pointed  out,  however,  that  nothing  developed  at  the 
hearing  which  would  justify  the  conclusion  that  "the  existing  utility 
is  unable  for  any  reason  to  render  adequate  service,"  and  a  decision 
was  withheld  pending  an  examination  of  that  question.  The  report 
is  as  follows: 

"It  now  appears  that  a  considerable  amount  of  reconstruction  and 
improvement  has  been  made  by  the  Wilton  Company  on  the  rural 
lines  here  involved  so  that  any  substantial  grounds  for  complaint 
as  to  the  quality  of  ser\dce  do  not  appear  to  exist  at  the  present 
time.  No  suggestion  is  made  that  the  Wilton  Company  is  not 
financially  able  to  make  any  additional  improvements  that  the 
situation  may  from  time  to  time  demand,  and  it  does  not  appear 
from  the  record  that  any  person  desiring  serv^ice  will  be  unable  to 
obtain  it  from  the  existing  utility.  Should  the  future  develop  any 
such  inadequacy  of  service  it  can  be  remedied  upon  application 
to  the  Commission. 

"What  has  been  said  should  not  be  taken  in  any  sense  as  an  express- 
ion of  approval  of  any  practice  or  requirement  or  of  the  present 
quality  of  service  being  rendered  by  the  Wilton  Company,  but  it 
having  shown  its  disposition  and  ability  to  remedy  the  unsatis- 
factory conditions  that  existed  at  the  time  of  the  hearing  it  would 
seem  to  be  entitled  to  the  benefit  of  its  activity  in  that  respect. 
It  should  be  borne  in  mind  that  no  steps  were  ever  taken  by  any 
of  the  patrons  of  the  present  company  to  secure  the  exercise  of  the 
Commission's  powers  for  the  correction  of  the  then  inadequacies 
of  the  ser\'ice.  In  such  circumstances  it  has  uniformly  been  the 
opinion  of  the  Commission  that  entrance  of  a  new  company  into 
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a  territory  already  occupied  and  fully  covered  by  existing  utilities 
is  not  ordinarily  required  by  public  convenience  and  necessity. 
In  re  application  Sevastapol  Farmers  Telephone  Co.,  14  Wis., 
R.  R.  C.  R.  524  (5  Rate  Research  361).  Where  opportunity  has 
been  given  to  an  existing  utility  to  improve  its  service  and  facilities 
and  such  utility  has  failed  and  neglected  to  do  so  there  is  often 
necessity  for  permitting  duplication  and  paralleling,  but  the  un- 
doubted purpose  of  Section  1797m-74  is  to  prevent  wasteful  dupli- 
cation of  plants  and  equipment  in  all  cases  where  existing  facilities 
are  reasonably  adequate  or  can  be  made  so. 

''What  has  been  said  of  the  normal  remedy  for  inadequate  service 
applies  with  equal  force  to  such  complaints  of  unreasonable  and 
excessive  charges  as  were  made  part  of  the  record,  and  therefore 
those  complaints  afford  no  ground  for  authorizing  the  proposed 
duplication." 

PENNSYT.VANIA 

132 — Protection  from  Competition. 

Jenkins  Township  Electric  Light,  Heat  and  Power  Company  and 
Township  of  Jenkins,  Apphcation  For  Rehearing  Regarding  Street 
Lighting  Contract.  Decision  of  Pennsylvania  Public  Service  Com- 
mission, Reaffirming  the  Former  Decision.     December  16,  1915. 

The  Commission  refused  to  approve  a  contract  between  the  Jenkins 
Township  Electric  lAght,  Heat  and  Power  Company  and  the  Township 
of  Jenkins  providing  for  street  lighting  service.  The  Commission  held 
that  the  Citizens'  Electric  Illuminating  Company,  which  had  equipped 
itself  with  the  necessary  facilities  and  had  been  supplying  the  service 
in  the  past,  was  in  a  position  to  furnish  adequate  service  at  reasonable 
rates,  and  that  to  permit  the  Jenkins  Township  company  to  carry  out 
the  street  lighting  contract  would  be  to  permit  unnecessary  duplication 
of  facilities.  (7  Rate  Research  171.)  The  Jenkins  Township  company 
and  the  Jenkins  Township  applied  for  and  was  granted  a  rehearing. 

The  main  question  raised  during  the  rehearing  was  whether  or  not  the 
Commission  has  the  power  or  authority  to  restrain  a  public  service 
company  chartered  prior  to  the  enactment  of  the  Public  Service  Com- 
pany Law  from  making  a  contract  for  lighting  the  streets  of  the  munici- 
pality covered  by  its  charter,  after  such  contract  has  been  approved  by 
the  municipality. 

The  decision  says: 

''The  authority  which  the  Commission  seeks  to  exercise  in  this  case 
is  clearly  the  exercise  of  the  police  power  inherent  in  our  State  as 
delegated  to  the  Commission  by  the  provisions  of  The  Public  Service 
Company  Law. 

"We  concede  that  the  charter  granted  to  the  Jenkins  Township 
Electric  Light,  Heat  and  Power  Company  to  do  business  in  Jenkins 
Township  is  in  the  nature  of  a  contract  between  it  and  the  Common- 
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wealth;  but  we  think  that  such  charter  was  granted  to  it  by  the  State 
subject  to  certain  constitutional  provisions,  and  that  the  said  charter 
was  accepted  by  the  Company  and  is  held  by  it  subject  to  such  con- 
stitutional provisions,  one  of  which  is  the  inherent  right  of  the  Com- 
monwealth in  the  exercise  of  its  sovereignty  to  exercise  the  police 
power  as  set  forth  in  Article  XVI,  Section  3,  of  the  Constitution  of 
Pennsylvania,  as  follows: 

"  'The  exercise  of  the  Police  Power  of  the  State  shall  never  be  ab- 
ridged or  so  construed  as  to  permit  corporations  to  conduct  their 
business  in  such  a  manner  as  to  infringe  the  equal  rights  of  indi- 
viduals or  the  general  well-being  of  the  State.'  " 

The  Commission  briefly  discusses  the  police  power  vested  in  the  state, 
citing  a  number  of  Court  decisions  in  point,  and  concludes: 

"Many  more  cases  might  be  cited  in  support  of  this  principle.  These 
are  sufficient  to  sustain  the  Commission  in  the  policy  it  has  hereto- 
fore adopted,  to  wit,  that  it  will  not  permit  a  ruinous  competition 
to  be  established  in  municipalities  in  this  State.  This  principle  has 
also  been  accepted  and  adopted  by  other  states.  The  confirmation 
of  the  report  of  the  Commission  as  heretofore  made  in  this  case  will, 
therefore,  be  affirmed." 

COURT  DECISION  REFERENCES 

132 — Protection  from  Competition. 

Ashley  Tri-County  Mut.  Telephone  Co.  v.  New  Ashley  Telephone 
Co.  Decision  of  the  Supreme  Court  of  Ohio.  July  2,  1915.  110 
Northeastern  959. 

A  mutual  telephone  company,  organized  for  the  alleged  purpose  of  furnishing 
local  telephone  service  to  stockholders  and  not  incorporated  for  profit,  had 
obtained  a  franchise  and  was  about  to  establish  telephone  service  in  territory 
in  which  a  telephone  company  was  furnishing  local  and  long  distance  service. 
The  mutual  company  had  not  obtained  a  certificate  from  the  Commission.  The 
court  rules  as  follows : 

"We  do  not  hold  that  private  telephone  lines,  or  that  even  all  mutual  lines, 
shall  in  all  cases  require  the  certificate  named.  Public  convenience  is  the 
pole  star  of  the  act,  and  an  established  and  adequate  service  in  a  munici- 
pality or  locality  is  the  chief  factor  in  its  determination,  and  where,  as  here, 
these  factors  may  be  disturbed  by  a  new  and  competitive  telephone  company, 
substantially  affecting  established  service,  it  is  necessary  that  a  certificate 
be  obtained,  to  the  effect  that  the  right  or  franchise  is  necessary  for  the 
public  convenience,  before  such  second  company  can  exercise  its  rights  and 
franchises  in  such  occupied  locality." 

223— Reports. 

Elgin  J.  &  E.  Ry.  Co.  v.  United  States.  Decision  of  United  States 
Circuit  Court  OF  Appeals,  Seventh  Circuit.  October  5,  1915.  227 
Federal  411. 

The  Interstate  Commerce  Act,  Section  20,  authorizes  the  Commission  to  require 
annual  reports  containing  statistical  information,  and  provides  that  any  carrier, 
failing  to  make  and  file  such  report  within  the  time  specified  for  making  it, 
should  forfeit  $100  for  each  day  it  should  continue  in  default.     As  amended  in 
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1910,  it  further  authorizes  the  Commission  to  require  periodical  and  special 
reports  concerning  matters  about  which  it  is  authorized  or  required  to  inquire, 
and  provides  that  any  carrier  failing  to  make  and  file  any  such  report  shall  be 
subject  to  the  forfeitures  mentioned.  The  Commission  required  carriers  subject 
to  the  Hours  of  Service  Act,  to  report  instances  where  employes  had  been  on 
duty  for  a  longer  period  than  that  provided  in  the  act.  The  defendant  filed  a 
report  but  omitted  certain  instances  of  service  in  excess  of  the  time  permitted. 
The  court  holds  that  the  penalty  prescribed  by  section  20  does  not  extend  to 
omissions  from  or  misstatements  in  reports  filed  in  due  time,  whether  willful  or 
accidental,  although  accurate  reports  are  expected  and  required.  A  willfully  sworn 
report  subjects  the  one  who  makes  the  affidavit  to  the  penalties  for  perjury  and 
the  carrier  to  indictment  under  section  10,  and  these  are  the  statutory  safeguards 
designed  to  assure  the  required  accuracy. 

244 — Rehearings  and  Appeal. 

Hocking  Valley  Ry.  Co.  v.  Public  Utilities  Commission  of  Ohio. 
Decision  of  Supreme  Court  of  Ohio.  July  2,  1915.  110  North- 
eastern 952. 

The  court  upholds  the  order  of  the  Commission  fixing  rates  for  the  transporta- 
tion of  coal  on  the  Hocking  Valley  Railroad.  The  Court  says  the  record  of  the 
case  before  the  Commission  was  examined  not  for  the  purpose  of  passing  on 
conflicts  in  the  testimony  of  witnesses,  nor  of  deciding  upon  pure  questions  of 
fact,  but  to  determine  from  the  record,  including  the  evidence,  whether  the  con- 
clusions of  fact,  as  found  by  the  commission  and  sustained  by  the  courts  below, 
were  so  dependent  upon  questions  of  law  as  to  be,  in  substance  and  effect,  a  decision 
of  the  latter. 

The  court  will  not  substitute  its  judgrnent  for  that  of  the  Legislature  or  of  an 
administrative  board  created  by  it  as  to  matters  within  its  province.  It  must 
appear  that  the  order  complained  of  was  unlawful  or  unreasonable.  Until  the 
contrary  is  shown  by  the  degree  of  proof  required  by  the  statute,  the  presumption 
is  that  rates  fixed  by  the  Railway  Commission  or  its  successors  for  intrastate 
traffic  are  reasonable  and  just  and  yield  a  compensatory  return  to  the  carrier. 

410 — Cost  of  Service. 

The  Court  held  that: 

"It  has  come  to  be  a  well  settled  proposition  that,  while  the  cost  of  service 
does  not  determine  rates,  it  is  an  important  element  in  arriving  at  a  judgment 
with  reference  to  a  rate." 

244 — Rehearings  and  Appeal. 

Palermo  Land  &  Water  Co.  v.  Railroad  Commission  of  California, 
et  al.  Decision  of  District  Court,  N.  D.  California,  S.  D.  February  8, 
1915.     227  Federal  708. 

The  water  company  asked  for  an  injunction  enjoining  enforcement  of  the  Com- 
mission's order  fixing  rates,  alleging  that  the  rates  are  confiscatory.  The  court 
dismissed  the  petition  on  the  ground  that  the  action  is  prematurely  brought. 
The  court  finds  that  the  company  did  not  make  an  application  to  the  Commission 
for  a  rehearing  which  is  provided  for  in  the  statute,  and  says  that  where  a  state 
has  provided,  as  is  its  right,  a  complete  legislative  scheme  for  the  fixing  of  rates, 
those  rights  should  not  be  interferred  with,  nor  the  proceedings  of  the  state 
arrested,  until  the  last  legislative  step  has  been  taken,  and  it  may  definitely 
be  seen  whether  the  act  of  the  state  as  a  finality  ignores  or  infringes  upon  the 
rights  of  the  complaining  party;  that  until  such  time  it  cannot  be  said  that  the 
state  authorities  have  violated  those  rights,  or  refused  to  observe  them,  and 
until  that  stage  is  reached  it  is  not  within  the  province  of  the  federal  courts  to 
interfere. 
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RATES 
SOUTH  BEND,  ELKHART,  INDIANA 

720— Rate  Schedules. 

Indiana  and  Michigan  Electric  Company,  Rate  Schedules  Which 
Will  Become  Effective  May  1,  1916,  as  a  Result  of  the  Complaint 
Before  the  Indiana  Public  Service  Commission  of  the  ^a^es  in  South 
Bend  (Pop.  53,684)  and  Elkhart  (Pop.  19,282). 

At  a  hearing  before  the  Indiana  Commission,  held  February  2,  1916, 
a  stipulation  was  drawn  up  and  agreed  to  by  the  representatives  of  the 
cities  of  South  Bend  and  Elkhart,  and  the  Indiana  and  Michigan 
Electric  Company,  which  is  in  the  nature  of  a  compromise  bringing 
to  a  close  the  investigation  of  electric  rates  in  these  cities.  The  stipu- 
lation included  schedules  of  rates,  and,  while  no  formal  order  has  yet 
been  issued,  the  acceptance  of  these  rates  was  agreed  to  by  the  Com- 
mission at  this  hearing.     The  rates  are  as  follows: 

RESIDENCE  LIGHTING. 

Available  to  any  customer  using  the  Company's  standard  lighting  service.  This 
rate  shall  be  optional  for  offices  on  yearly  contract  only.  Motors  not  exceeding 
1  horse-power  will  be  served  under  this  rate. 

Rate. 

8^  cents  gross,  or 

75  cents  net  per  kw-hour  for  the  first  50  kw-hours  used  per  month. 
7  cents  net  per  kw-hour  for  the  next  150  kw-hours  used  per  month. 
6  cents  net  per  kw-hour  for  the  next  200  kw-hours  used  per  month. 
5  cents  net  per  kw-hour  for  the  next  200  kw-hours  used  per  month. 
4    cents  net  per  kw-hour  for  the  excess. 

Prompt  Payment  Discount. 

1  cent  per  kilowatt-hour  will  be  deducted  from  the  portion  of  the  bill  at  the 
8i  cent  gross  rate  per  kilowatt-hour,  making  the  net  rate  for  this  portion 
71  cents  per  kilowatt-hour,  when  bills  are  paid  on  or  before  10  days  after  their 
respective  dates. 

Minimum  Charge. 

85  cents  per  month  per  meter. 

Editorial  Note — All  indented  matter  is  direct  quotation. 
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Term  of  Contract. 

A  fixed  term  of  one  year  commencing  when  the  Company  begins  to  supply 
electricity  hereunder,  and  the  obligation  of  both  parties  continue  after  the 
expiration  of  such  fixed  term  until  either  party  shall  have  received  from  the 
other  written  notice  to  discontinue  service,  and  thereafter  for  a  reasonable 
time  for  making  disconnections,  not  to  exceed  10  days. 

COMMERCIAL  LIGHTING. 

Available  for  any  customer  using  the  Company's  standard  service  for  lighting  in 
stores,  offices  and  other  business  places. 

Rate. 

8i  cents  gross,  or 

7^  cents  net  per  kw-hour  for  the  first  50  kw-hours  used  per  month. 
6|  cents  net  per  kw-hour  for  the  next  50  kw-hours  used  per  month. 
5i  cents  net  per  kw-hour  for  the  next  100  kw-hours  used  per  month. 
4|  cents  net  per  kw-hour  for  the  next  100  kw-hours  used  per  month. 
4  cents  net  per  kw-hour  for  the  next  700  kw-hours  used  per  month. 
Sj  cents  net  per  kw-hour  for  the  excess. 

Prompt  Payment  Discount. 

1  cent  per  kilowatt-hour  will  be  deducted  from  the  portion  of  the  bill  at  the 
8i  cents  gross  rate  per  kilowatt-hour,  making  the  net  rate  for  this  portion 
7J  cents  per  kilowatt-hour  when  bills  are  paid  on  or  before  10  days  after  their 
respective  dates. 

Minimum  Charge. 

$1.00  per  month  for  each  kilowatt  or  fraction  thereof,  of  installation  connected. 

Term  of  Contract. 

A  fixed  term  of  one  year  commencing  when  the  Company  begins  to  supply 
electricity  hereunder,  and  the  obligations  of  both  parties  continue  after  the 
expiration  of  such  fixed  terms  until  either  party  shall  have  received  from  the 
other  written  notice  to  discontinue  service  and  thereafter  for  a  reasonable 
time  for  making  disconnections,  not  to  exceed  ten  days. 

POWER. 

Available  for  any  customer  using  the  Company's  standard  service  for  power 

purposes. 

"Power"  is  defined  as  electric  service  used  for  any  purpose  other  than  lighting. 

It  does  not  include  the  running  of  dynamos  for  lighting  purposes. 

Rate. 

85  cents  gross,  or 

75  cents  net  per  kw-hour  for  the  first  50  kw-hours  used  per  month. 
6i  cents  net  per  kw-hour  for  the  next  50  kw-hours  used  per  month. 
55  cents  net  per  kw-hour  for  the  next  100  kw-hours  used  per  month . 
41  cents  net  per  kw-hour  for  the  next  100  kw-hours  used  per  month. 
4  cents  net  per  kw-hour  for  the  next  700  kw-hours  used  per  month. 
3^  cents  net  per  kw-hour  for  the  excess. 

Prompt  Pasrment  Discount. 

1  cent  per  kilowatt-hour  will  be  deducted  from  the  portion  of  the  bill  at  the 
82  cents  gross  rate  per  kilowatt-hour,  making  the  net  rate  for  this  portion 
7^  cents  per  kilowatt-hour,  when  bills  are  paid  on  or  before  10  days  after  their 
respective  dates. 

,  Minimum  Charge. 

$1.00  per  month  for  each  horse-power,  or  fraction  thereof,  of  the  total  rated 
capacity  of  the  motor  or  motors  or  other  apparatus  connected. 
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Term  of  Contract. 

A  fixed  term  of  one  year  commencing  when  the  Company  begins  to  supply 
electricity  hereunder,  and  the  obligations  of  both  parties  continue  after  the 
expiration  of  such  fixed  term  until  either  party  shall  have  received  from  the 
the  other  written  notice  to  discontinue  service,  and  thereafter  for  a  reasonable 
time  for  making  disconnections,  not  to  exceed  ten  days. 

POWER. 

Available  for  any  customer  using  the  Company's  standard  service  for  power  pur- 
poses. 

Rate. 

Demand  Charge. 

$1.00  per  month  per  horse-power  of  the  total  rated  capacity  of  the  installation 
connected. 

Energy  Charges  (Being  additional  charges  for  all  electricity  used). 

6      cents  per  kw-hour  for  the  first  50  kw-hours  used  per  month. 

4      cents  per  kw-hour  for  the  next  50  kw-hours  used  per  month. 

3      cents  per  kw-hour  for  the  next  100  kw-hours  used  per  month. 

2.5  c6nts  per  kw-hour  for  the  next  200  kw-hours  used  per  month. 

2.1  cents  per  kw-hour  for  the  next  600  kw-hours  used  per  month. 

2.0  cents  per  kw-hour  for  the  next    1,000  kw-hours  used  per  month. 
1.3  cents  per  kw-hour  for  the  next    1,000  kw-hours  used  per  month. 

1.2  cents  per  kw-hour  for  the  next  37,000  kw-hours  used  per  month. 

1 . 1  cents  per  kw-hour  for  the  excess. 

Determination  of  Active  Connected  Load. 

Whenever  any  customer's  installation  is  largely  in  excess  of  the  customer's  max- 
imum demand,  the  company  will,  upon  request,  run  a  test  or  series  of  tests,  upon 
the  customer's  installation  for  the  purpose  of  determining  the  customer's  maximum 
demand,  and  will  base  the  Demand  Charge  of  $1.00  per  month  per  horse-power 
upon  the  maximum  demand  as  determined  by  this  test  or  series  of  tests;  provided 
that  in  no  case  shall  the  maximum  demand  upon  which  the  Demand  Charge  is 
based  be  less  than  50%  of  the  total  rated  capacity  of  the  customer's  installation 
nor  less  than  the  transformer  capacity  necessary  to  give  the  customer  adequate 
service  and  to  protect  the  Company's  property. 

The  demand  charge,  as  determined  by  a  test,  or  series  of  tests,  shall  be  the  basis 
of  the  Demand  Charge  for  the  next  11  months  or  until  the  expiration  of  the  contract, 
if  the  contract  shall  expire  before  the  end  of  11  months,  or  until  the  Company 
shall  re-determine  the  customer's  maximum  demand,  the  Company  hereby 
reserving  the  right  to  do  so  at  any  time,  and  in  which  case  the  Demand  Charge 
for  the  month  during  which  the  maximum  demand  was  re-determined,  shall  be 
based  upon  the  maximum  demand  as  re-determined,  if  such  demand  is  greater  than 
the  previously  determined  maximum  demand,  and  shall  be  the  basis  of  the  Demand 
Charge  for  the  next  11  months,  or  until  the  expiration  of  the  contract  if  the  con- 
tract shall  expire  before  the  end  of  11  months. 

Whenever  any  customer  agrees  that  the  Company  shall  not  be  required  to  supply 
electricity  at  any  time  during  the  peak  period  (as  hereinafter  defined)  and  the 
customer  agrees  not  to  use  electricity  during  this  peak  period,  the  company  will 
allow  a  discount  of  10%  from  the  portion  of  the  customer's  bill  represented  by  the 
Energy  Charges  after  deducting  the  discount  for  prompt  payment  hereinafter 
mentioned. 

Prompt  Payment  Discount. 

10%  of  the  Energy  Charges  only,  for  any  month,  when  the  bill  for  the  month 
is  paid  on  or  before  ten  days  after  date  of  same. 

Minimum  Charge. 

See  under  "Demand  Charge"  above. 
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Term  of  Contract. 

A  fixed  term  of  one  year,  and  thereafter  until  30  days  after  receipt  by  either 
party  from  the  other  of  written  notice  to  discontinue  service. 

LIGHT  AND  POWER. 

Available  for  any  customer  using  the  Company's  standard  service  for  power 
purposes  who  will  guarantee  a  monthly  demand  charge  of  not  less  than  $150.00. 

Rate. 

Demand  Charge. 

$1.00  per  month  per  horse-power  of  the  total  rated  capacity  of  the  installation 
connected. 

Energy  Charge.     (Being  additional  charges  for  all  electricity  used.) 

6  cents  per  kw-hour  for  the  first  50  kw-hours  used  per  month. 
4  cents  per  kw-hour  for  the  next  50  kw-hours  used  per  month. 
3  cents  per  kw-hour  for  the  next  100  kw-hours  used  per  month. 
2.3  cents  per  kw-hour  for  the  next  300  kw-hours  used  per  month. 
2  cents  per  kw-hour  for  the  next  500  kw-hours  used  per  month. 
1.9  cents  per  kw-hour  for  the  next  1,000  kw-hours  used  per  month. 
1  cent  per  kw-hour  for  the  next  1,000  kw-hours  used  per  month. 
0.9  cent  per  kw-hour  for  the  next  17,000  kw-hours  used  per  month. 
0.85  cent  per  kw-hour  for  the  next  60,000  kw-hours  used  per  month. 
0.81  cent    per  kw-hour  for  the  excess. 

Determination  of  Active  Connected  Load. 

Same  as  in  Rates  for  Power. 

Prompt  Pasrment  Discount. 

10%  of  the  Energy  Charges  only,  for  any  month,  when  the  bill  for  the  month 
is  paid  on  or  before  10  days  after  date  of  same. 

Minimum  Charge. 

See  under   "Demand  Charge"   above.     In  no  instance    shall    the    minimum 
monthly  charge  be  less  than  $150.00. 

Term  of  Contract. 

A  fixed  term  of  five  years,  and  thereafter  until  30  days  after  receipt  by  either 
party  from  the  other  of  written  notice  to  discontinue  service. 

HEATING  AND  COOKING. 

Available  for  any  customer  using  the  Company's  standard  service  for  heating  and 
cooking  appliances  where  the  installation  is  such  that  they  can  be  placed  upon 
a  separate  meter. 

Rate. 

4|  cents  per  kilowatt-hour. 

Prompt  Payment  Discount. 

I  cent  per  kilowatt-hour  when  bills  are  paid  on  or  before  10  days  after  their 
respective  dates.  \ 

Minimum  Charge. 

$1.00  per  month  per  meter. 

Term  of  Contract. 

A  fixed  term  of  one  year  commencing  when  the  Company  begins  to  supply 
electricity  hereunder,  and  the  obligations  of  both  parties  continue  after  the 
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expiration  of  such  fixed  term  until  either  party  shall  have  received  from  the 
other  written  notice  to  discontinue  service  and  thereafter  for  a  reasonable 
time  for  making  disconnections,  not  to  exceed  10  days. 

Schedules  for  "Off-Peak  Lighting"  and  "Flat  Rate  Lighting  Service  For  Signs, 
Outline  Lighting  and  Window  Lighting,"  which  the  company  had  in  effect  are 
left  unchanged. 

COMMISSION  DECISIONS 

PENNSYT.VANIA 

580 — Terms  and  Conditions 

BuT^Ts  V.  Sinking  Spring  Water  Company,  Complaint  As  to  Re- 
quired Payment  of  Bills  of  Former  Tenant  Before  Service  Is  Furnished. 
Decision  of  the  Pennsylvania  Public  Service  Commission,  Holding 
That  Such  a  Requirement  Was  Not  Authorized  in  Company's  Rules 
and  Ordering  Refund.     December  16,  1915. 

The  petitioner  purchased  certain  greenhouses  and  applied  to  the  respond- 
ent water  company  for  water  service.  The  respondent  refused  to  turn 
on  the  water  until  all  the  bills  for  service  left  unpaid  by  the  former 
owner  were  paid  in  full.  The  petitioner  paid  the  bills  in  question  under 
protest,  and  brought  the  complaint  before  the  Commission  alleging  that 
the  company's  requirement  was  unwarranted  and  illegal.  The  Com- 
mission finds  that  the  rules  of  the  respondent  could  not  be  interpreted 
as  warranting  any  such  action  on  the  part  of  the  company  and  the  com- 
pany is  directed  to  return  the  money  so  exacted  from  the  petitioner. 

The  Commission  does  not  decide  whether  or  not  the  company  can  com- 
pel a  succeeding  water  tenant  to  pay  the  dept  of  a  prior  user  under 
penalty  of  refusing  to  supply  water  if  the  company  had  fortified  itself 
with  a  rule  expressly  so  providing. 

NEW  JERSEY 

580— Terms  and  Conditions 

Davidson  v.  Lakewood  Water,  Light  and  Power  Company,  Com- 
plaint As  to  Discontinuance  of  Service  Due  to  Complainant's  Refusal 
to  Comply  with  Company's  Rules.  Decision  of  the  New  Jersey  Board 
of  Public  Utility  Commissioners,  Upholding  the  Company's  Rules 
and  Practice.     December  18,  1914. 

The  company  had  shut  off  the  supply  of  water  to  complainant's  premises 
because  he  would  not  conform  to  certain  rules  and  regulations  laid 
down  by  the  Company.  On  request  of  the  Board,  service  was  re-estab- 
lished pending  the  determination  of  the  matters  at  issue. 

The  complainant  contended  that  as  the  meter  was  his  property  the 
Company  had  no  right  to  do  anything  with  the  meter,  either  to  repair 
it  or  test  it,  and  denied  that  the  company  had  the  right  to  seal  the  meter. 

The  Board  says: 
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"There  should  be  no  question  as  to  the  right  and  necessity  for  the 
company  to  seal  all  meters,  whether  owned  by  the  customer  or  the 
company.  The  ownership  of  meters  is  a  matter  which  affects  the 
rate  to  be  charged  and  does  not  in  the  opinion  of  the  Board  affect 
the  right  and  duty  of  the  company  to  seal  the  meter  and  to  test  and 
inspect,  same  from  time  to  time." 

The  Board  also  holds  that  it  is  the  company's  duty  and  right  to  use  the 
stop  cock  at  the  curb  to  cut  off  a  customer  when  its  rules  require  it  or 
when  service  is  to  be  discontinued  for  any  reason,  even  though  the  ser- 
vice connections  including  the  stop  cock  have  been  furnished  by  the 
customer. 

"Here  again  the  ownership  of  the  service  connection  is  a  matter 
which  affects  the  rate  to  be  charged  for  service,  and  in  no  wise  affects 
the  company's  right  and  duty  to  utilize  when  necessary  the  above 
mentioned  curb  stop  for  the  purpose  of  shutting  off  the  water  to  a 
customer." 

NEW  JERSEY 

580 — Terms  and  Conditions. 

Johnson  v.  Lakew^ood  &  Coast  Electric  Company,  Complaint  to 
Avoid  Payment  of  Minimum  Charge  For  Period  After  Premises  Were 
Vacated,  But  No  Written  Notice  to  Discontinue  Ser\ice  Had  Been 
Given  Company.  New  Jersey  Board  of  Public  Utility  Commis- 
sioners, Informal  Proceeding  Holding  Company  Justified  in  Collecting 
Minimum  Charge,  January  4,  1916. 

The  complainant  was  furnished  electric  service  at  a  summer  cottage  and 
the  company  rendered  a  bill  for  service  which  the  complainant  paid  less  a 
minimum  charge  of  $2.00,  representing  the  charge  for  a  period  after  the 
premises  were  vacated.  The  company  claims  that  this  charge  was  due 
to  the  fact  that  no  written  notice  to  discontinue  service  was  received 
at  the  company's  office. 

It  appears  that  all  the  company's  bills  bear  the  inscription,  "Always 
notify  the  company  in  writing  when  you  close  your  premises."  The 
company  further  stated  that  a  book  of  general  information  and  schedule 
of  rates,  issued  by  the  company,  calls  the  customer's  attention  to 
the  necessity'  of  giving  such  notice  in  considerable  detail.  This  book 
was  sent  out  with  all  customers'  bills,  but,  it  appears,  that  it  was  not 
received  by  the  complainant  until  the  bills  were  in  dispute. 

Before  vacating  the  house,  the  complainant  "personally  notified  the  com- 
pany's men  who  were  working  in  the  neighborhood."  The  inspector's 
report,  which  the  Board  sent  to  the  parties  in  the  informal  proceeding, 
finds  that  the  complainant  had  not  given  the  company  proper  notice  to 
discontinue  service. 

"The  company's  rules  and  regulations  provide  that  notice  to  vacate 
be  given  in  writing,  and  such  a  rule  does  not  appear  to  be  an  unreas- 
sonable  one." 
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WISCONSIN 

132 — Protection  from  Competition 

Brush  Creek  Farmers  Telephone  Company,  Application  For  a  Cer- 
tificate of  Convenience  and  Necessity.  Decision  of  the  Wisconsin 
Railroad  Commission,  Dismissing  the  Application.     January  21,  1916. 

The  Commission  denied  the  application  for  a  certificate  of  convenience 
and  necessity  for  the  reason  that  a  telephone  company  was  furnishing 
service  in  the  territory  which  the  applicant  proposes  to  enter  and  the 
Commission  finds  that  the  duplication  of  facilities  is  unnecessary  and 
undesirable. 

At  the  hearing  there  was  some  complaint  as  to  rates  and  ser\'ice.  The 
Commission  holds  that  evidence  regarding  unreasonable  rates  and  in- 
adequate service  of  the  existing  company  are  not  properly  heard  in  this 
proceeding,  but  that  they  are  matters  to  be  remedied,  if  desired,  by  an 
application  to  the  Commission  to  adjust  rates,  rules,  and  practice. 

The  Commission  points  out  that  the  company  has  shown  a  disposition 
and  an  ability  to  make  the  service  reasonably  adequate  and  ''it  would 
seem  to  be  entitled  to  the  benefit  of  its  activity  in  this  respect." 

"Where  no  steps  have  ever  been  taken  by  subscribers  to  invoke  the 
powers  of  this  Commission  to  adjust  rates  or  to  remedy  existing  de- 
fects or  inequalities  in  service,  it  is  not  ordinarily  considered  that  in- 
adequate service  or  excessive  rates  are  matters  justifying  the  dupli- 
cation of  existing  systems." 

PENNSYLVANIA 

132 — Protection  from  Competition. 

South  Lebanon  Township  Electric  Company,  Application  For  Cer- 
tificate of  Convenience  and  Necessity.  Decision  of  the  Pennsylvania 
Public  Serpice  Commission,  Dismissing  the  Application.  October 
29,  1915. 

The  South  Lebanon  Township  Electric  Company  applied  for  authority 
to  furnish  electric  service  in  the  Township  of  South  Lebanon.  The 
Edison  Electric  Illuminating  Company,  the  Lebanon  Valley  Electric 
Light  Company  and  the  Metropolitan  Electric  Company  protested 
that  they  are  furnishing  service  in  the  township  and  that  there  is  no 
public  necessity  for  any  additional  service.  The  Commission  held  that 
there  was  no  evidence  that  the  service  rendered  by  the  protestants  was 
inadequate  or  that  any  demands  have  been  made  for  additional  service 
with  which  they  failed  to  comply. 

The  applicant  pointed  out  that  a  portion  of  the  territory  is  not  served 
by  the  protestants  and  asked  that  the  Commission  grant  the  certificate, 
imposing  the  condition  that  the  applicant  serve  only  those  portions 
of  the  township  not  at  present  supplied  with  electric  service.  The 
Commission  says: 
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"Under  the  statute  the  only  power  given  the  Commission  is  one  of 
approval  or  disapproval  of  the  charter  as  granted  by  the  properly 
constituted  authorities  of  the  Commonwealth.  It  has  no  authority 
to  add  to  or  take  from  the  powers  so  granted. 

"If  the  Commission  could  limit  the  territory  as  designated  it  would 
be  in  effect  to  relieve  the  corporation  from  certain  of  the  duties  im- 
posed upon  it." 

The  application  is  refused. 

NEW  HAMPSHIRE 

226.2— Extension  of  Service 

CoLBURN  et  al.  V.  Nashua  Street  Railway  Company,  Petition  for 
Extension  of  Tracks.  Decision  of  the  New  Hampshire  Public  Ser- 
vice Commission,  Dismissing  The  Petition.     November  8,  1915. 

The  Commission  finds  that  the  extension  would  bring  in  little  additional 
revenue  as  the  people  along  the  proposed  extension  walk  to  the  com- 
pany's lines  and  ride  at  the  present  time.  For  any  additional  revenue 
the  company  would  be  dependent  upon  new  building  after  the  exten- 
sion is  laid.     The  Commission  says: 

"An  electric  railway  may  often  be  justified  in  extending  its  lines  with 
a  view  to  probable  further  development  of  the  territory  to  be  served, 
though  an  immediate  return  upon  its  investment  cannot  be  expected. 
But  the  judgment  which  determines  what  speculative  risks  of  this 
nature  shall  be  taken  must  be  the  managerial  judgment, — the  judg- 
ment of  those  whose  money  is  to  be  risked.  If  it  were  clear  that  the 
venture  would  ultimately  prove  profitable,  or  if  the  company  were 
gaining  an  excessive  return  upon  other  parts  of  its  system,  it  might 
be  reasonable  to  compel  it  to  make  such  an  extension." 

The  Commission  concludes  that  no  such  situation  exists  in  this  case, 
and  the  petition  is  dismissed. 

228 — Franchises 

The  company  contended  that  the  Commission  did  not  have  the  right 
to  order  the  extension  in  any  event  as  the  Company's  charter  was 
granted  prior  to  the  time  when  the  law  was  passed  which  gave  the 
Commission  jurisdiction.  The  Commission  points  out  that  the  statutes 
of  the  state,  by  an  enactment  subsequent  to  the  decision  in  the  Dart- 
mouth College  case,  reserved  to  the  legislature  the  power  to  amend  or 
repeal  the  charter  of  any  corporation  and  "modify  or  annul  any  of  its 
franchises,  duties  and  liabilities."  The  defendant's  charter  has,  in  the 
opinion  of  the  Commission,  been  amended  by  the  act  of  1915,  requiring 
street  railways  to  make  such  reasonable  extensions  as  may  be  ordered 
by  this  Commission.     (Court  cases  cited). 

The  Commission  holds  that  this  act  is  not  "obnoxious  to  the  objection 
that  it  impairs  the  obligation  of  the  charter  contract  for  two  reasons": 
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"1.  No  modification  is  forced  upon  the  corporation  without  its  con- 
sent. That  consent  may  be  unwillingly  given,  but  it  is  nevertheless 
given  if  the  company,  after  an  order  requiring  an  extension,  decides 
to  continue  in  business  and  make  the  extension.  It  is  given  the 
election  of  so  continuing  or  of  submitting  to  a  revocation  of  its 
charter  under  the  reserved  power  of  amendment  and  repeal.  A  deli- 
cate situation  might  be  created  if  the  state  attempted  to  force  a 
modification  of  the  contract  by  amending  the  charter  and  at  the 
same  time  insisting  that  the  company  continue  in  the  public  service. 
But  no  such  situation  is  here  presented.  The  company,  if  required 
to  extend  its  lines,  could  either  accept  the  amendment  and  continue 
in  business  or  reject  it  and  go  out  of  business.  It  can  take  it  or 
leave  it.  There  is  no  compulsory  modification  of  the  contract  by 
the  act  of  a  single  party. 

"2.  The  right  to  modify  the  contract  at  the  election  of  the  state  was 
reserved  when  the  contract  was  made,  and  is  a  part  of  the  contract 
itself.  The  corporation  accepted  its  charter  upon  the  express  con- 
dition that  it  was  subject  to  modification  at  any  time  at  the  will  of 
the  other  contracting  party.  It  has  no  just  ground  of  complaint  if 
that  reserved  right  is  exercised." 

NEW  YORK 

228.1 — Approval  of  Franchises. 

Silver  Creek  Electric  Company  et  al.,  Application  For  Authority  to 
Exercise  Franchise.  Decision  of  the  New  York  Public  Service  Com- 
mission (2  D),  Granting  the  Application.     December  31,  1915. 

After  a  franchise  for  an  electric  plant  and  system  had  been  granted  by 
the  Board  of  Trustees  of  the  Village  of  Silver  Creek  and  after  written 
acceptance  of  the  franchise  had  been  duly  filed  with  the  Board,  the 
membership  and  sentiment  of  the  Board  of  Trustees  changed  and  such 
Board  adopted  a  resolution  by  a  majority  vote  attempting  to  rescind 
the  franchise  grant  under  consideration.  The  franchise  wafe  submitted 
to  the  Commission  for  its  approval  and  the  Commission  finds  that 
public  convenience  and  necessity  require  the  exercise  of  the  franchise. 
In  regard  to  the  attempt  of  the  Board  to  rescind  the  franchise^  the 
Commission  says: 

"The  granting  of  such  franchise,  pursuant  to  the  delegated  authority 
from  the  legislature,  is  entirely  a  legislative  act,  and  after  acceptance 
thereof,  .  .  .  the  same  became  a  binding  contract  between  the 
parties  as  to  all  matters  contained  therein,  subject  to  revocation  only 
for  non-user  or  misuser,  as  a  condition  subsequent. — N.  Y.  Electric 
Lines  Co.  vs.  Empire  City  Subway  Co.,  235  U.  S.  R.  179. 
"Such  a  franchise  as  was  granted  in  this  case  has  been  called  by 
various  names — an  interest  in  land,  an  easement,  a  right-of-way — 
but  no  matter  how  designated,  it  is  property;  and  the  Courts  have 
uniformly  held  that  grants  like  the  one  under  consideration  confer 
property  rights  and  'are  intended  to  afford  the  basis  of  enterprise 
with  reciprocal  advantages,  and  it  would  be  virtually  impossible  to 
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fulfil  the  manifest  intent  of  the  legislature  and  to  secure  the  benefits 
expected  to  flow  from  the  privileges  conferred,  if  when  the  necessary- 
initial  proceedings  with  reference  to  the  work  are  being  taken  with 
due  promptness,  or  when  the  work  is  under  way,  the  municipal  con- 
sent should  be  subject  to  revocation  at  any  time  by  the  authorities — 
not  upon  the  ground  that  the  contract  has  not  been  performed,  or 
that  any  condition  of  the  contract  has  been  broken,  but  because  no 
contract  has  been  made,  and  the  grant  is  nothing  but  a  license  which 
may  be  withdrawn  at  pleasure.' — Owensboro  vs.  Cumberland  Tel. 
Co.,  230  U.  S.  R.  58-65." 

Objection  was  made  to  the  action  of  the  Commission  in  determining  the 
legality  of  the  franchise  and  it  was  urged  that  this  was  a  matter  for  the 
Courts  to  decide. 

"In  our  judgment  it  is  not  a  reasonable  construction  of  the  law  to 
say  that  this  Commission  should  blindly  proceed  to  the  consideration 
of  the  merits  involved  in  this  case,  i.  e.,  the  necessity  and  convenience 
of  the  village  as  to  electrical  service,  and  the  means  and  facilities  of 
the  company  for  furnishing  the  same,  without  the  right  to  first 
ascertain  and  determine  the  legality  of  the  contract  between  the 
parties.  Such  a  narrow  interpretation  of  the  power  and  duty  of  the 
Commission  in  cases  of  this  kind  is  not  justified  by  the  Public  Service 
Commissions  Law,  and  is  clearly  against  the  established  policy  of  this 
Commission." 
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600— Rate  Differentials. 

Differential  Gas  Rates  in  Baltimore,  by  Douglass  Burnett. 
The  Gas  Age,  February  1,  1916,  page  137.     4  pages. 

Differential  rates  for  industrial  gas  service  were  adopted  by  the  Consolidated 
Gas,  Electric  Light  and  Power  Company  of  Baltimore,  April  1,  1915.  The  paper 
gives  an  account  of  the  study  and  investigation  of  the  business  of  the  company 
and  the  opportunities  for  development  which  lead  to  the  adoption  of  such  rates, 
the  method  used  in  working  out  the  schedules,  and  the  purposes  in  view. 

400— Rate  Theory. 

Railway  Monopoly  and  Rate  Regulation,  by  Robert  James  McFall. 
Studies  in  History,  Economics  and  Public  Law.  Edited  by  the  Faculty 
of  Political  Science  of  Columbia  University.  Volume  LXIX,  Number 
1.     223  pages. 

The  aim  of  the  regulation  of  railroads  is  to  get  the  greatest  possible  service  from 
them  at  rates  as  low  as  the  ability  of  the  roads  to  supply  the  service  at  a  reasonable 
profit  will  allow.  The  fundamental  principle  to  be  recognized  is  that  competition 
has  no  part  in  the  regulation  of  railroads.  Railroad  enterprise  is  naturally  a 
monopoly  and  it  is  pointed  out  that  such  a  monopoly  is  not  to  be  looked  upon 
as  a  necessary  evil.  Railway  monopoly,  in  so  far  as  this  means  combination  of 
control  and  financial  administration,  is  a  positive  social  advantage  beyond  any 
results  which  might  be  hoped  for  under  a  system  of  competition,  even  though 
competition  were  practicable  in  this  enterprise.  Under  a  competitive  system, 
which  might  be  imagined  with  the  destructive  effects  eliminated,  owing  to  the 
necessary  interrelation  of  the  rates  on  all  lines,  the  basis  for  the  rates  would  have 
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to  cover  the  lesser  ability  and  larger  costs  of  many  independent  small  lines.  The 
facts  of  concentration  under  monopoly  have  meant  a  great  saving,  a  saving  which 
in  the  long  run  must  work  a  great  advantage  to  the  interest  of  the  public  as  well 
as  to  that  of  the  railways. 

The  problems  of  regulation  of  monopoly  imder  valuation,  fair  return,  and  rate 
regulation  are  discussed  at  length.  The  writer  advances  the  theory  that  the 
<;ost  of  the  service  as  a  whole  is  the  basis  for  determining  "total-rate  systems"; 
that  the  costs  of  the  individual  services  in  so  far  as  they  can  be  ascertained, 
should  be  established  as  minimum  for  such  rates;  and  "that  the  greater  divisions 
of  services  should  have  their  contribution  to  the  total  cost  divided  as  far  as 
possible  on  the  basis  of  cost,  but  that  the  rates  on  the  minor  divisions  of  the  service 
should  be  differentiated  not  only  on  the  principle  of  cost  but  also  on  the  principle 
of  demand,  in  order  that  the  various  divisions  of  traffic  may  have  an  equal  oppor- 
tunity to  expand  according  to  the  elasticity  of  the  demand  for  them." 

INVESTMENT  AND  RETURN 

300 — Investment  and  Return. 

The  School  District  of  the  City  of  Pittston  et  al.  v.  Citizens 
Electric  Illuminating  Company.  Brief  For  the  Complainant  Filed 
With  the  Pennsylvania  Public  Service  Commission.     28  pages. 

A  complaint  was  filed  with  the  Pennsylvania  Commission  which,  in  brief,  alleges 
that  the  rates  of  the  Citizens  Electric  Illuminating  Company  in  Pittston  are  ex- 
cessive and  discriminating  in  that  different  rates  are  charged  for  light  and  power 
and  lower  rates  are  charged  for  wholesale  than  for  small  retail  service.  After  a 
hearing  in  which  preliminary  testimony  was  taken,  the  Commission  decided  that 
a  prima  facia  case  had  been  established,  and  further  testimony  was  heard.  This 
brief  is  now  filed  by  the  complainants  and  in  accordance  with  the  proceedings  of 
the  Pennsylvania  Commission  will  be  answered  by  the  respondent. 

395 — Proceedings  of  Associations. 

Proceedings  of  the  Mid-Year  Meeting  of  the  American  Electric  Railway- 
Association  Held  at  Chicago,  February  4,  1916.  Electric  Railway 
Journal,  February  5,  1916.     p.  244.     28  pages. 

The  proceedings  of  the  meeting  of  the  Electric  Railway  Association  are  reported 
in  this  week's  issue  of  The  Journal  and  a  number  of  the  addresses  presented  at  the 
meeting  are  given.  Most  of  the  papers  deal  with  such  subjects  as  valuation, 
rate  of  return,  capitalization,  problems  under  public  regulation,  and  relations  with 
the  public,  and  are  of  interest  to  electric  and  other  public  utilities. 

310— Valuation. 

Valuation,  by  Nathaniel  T.  Guernsey.  Address  Before  the  American 
Electric  Railway  Association,  and  the  American  Electric  Railway 
Manufacturers  Association  at  Chicago.     February  4,  1916. 

In  the  valuation  of  public  utilities  and  in  determining  the  weight  to  be  given  the 
various  factors  affecting  values  in  a  particular  case,  there  is  no  general  formula 
which  will  apply.  The  Supreme  Court  of  the  United  States  said  in  the  Minnesota 
Rate  Cases  (230  U.  S.  434),  the  ascertainment  of  value  is  not  controlled  by  artificial 
rules.  It  is  not  a  matter  of  formulas,  but  value  must  be  fixed  by  the  exercise  of 
a  reasonable  judgment  based  on  a  proper  consideration  of  all  relevant  facts.  The 
fixing  of  value  is  an  engineering  problem  to  the  extent  of  presenting  data  as  to  the 
original  cost  and  the  value  and  depreciation  of  the  property;  but  the  engineering 
data  is  but  one  material  factor  and  the  determination  of  proper  value  calls  for 
the  co-operation  of  the  engineers,  the  accountants,  the  executive,  and  the  lawyers. 

Having  considered  the  question  of  what  value  is  and  how  it  may  be  most  closely 
determined,  the  question  of  what  use  is  to  be  made  of  it  becomes  important.     The 
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writer's  conclusions  are,  briefly,  that  value  is  not  the  only  factor  which  should  be 
taken  into  account  in  determining  the  amount  of  securities  which  may  properly  be 
issued,  but  that  this,  like  every  other  question,  should  be  determined  by  the 
regulatory  body  along  broad  business  and  economic  lines.  Likewise,  it  is  a 
mistake  to  assume  that  value,  when  ascertained,  should  exclude  from  considera- 
tion all  other  factors.  The  opinion  of  Justice  Swayze  (Public  Service  Gas  Com- 
pany V.  Board  of  Public  Utility  Commissioners,  et  al.)  [3  Rate  Research  394, 
396],  is  cited  to  bring  out  the  point  that  value  and  rate  of  return  simply  determine 
the  line  below  which  the  regulatory  body  cannot  go  in  fixing  rates,  while  the 
value  of  the  service  to  the  customer  fixes  the  upper  limit  in  rate  making.  Between 
these  limits  the  regulating  body  must  exercise  its  judgment  in  determining  proper 
rates,  guided  by  a  business-like  consideration  of  all  the  factors  in  the  individual 
case. 

340— Rate  of  Return. 

Rate  of  Return,  by  James  D.  Mortimer,  Address  Before  the  American 
Electric  Railway  Association,  and  the  American  Electric  Railway 
Manufacturers  Association  at  Chicago,  February  4,  1916. 

The  magnitude  of  actual  earnings,  their  stability  as  evidenced  by  the  past,  and 
the  hazards  of  the  business  as  compared  with  other  industries  aflfect  the  future 
rate  of  return  necessary  to  procure  capital  for  the  electric  railway  industry. 
Included  in  an  enumeration  of  the  elements  contributing  to  the  hazards  of  the 
business  and  affecting  the  stability  of  the  earnings  are  the  uncertainties  of  valu- 
ation, arising  from  the  lack  of  agreement  in  respect  to  fundamental  principles  of 
measuring  utility  capital,  and  the  uncertainties  as  to  the  final  disposition  of  electric 
railway  utilities  in  our  social  scheme.  The  hostile  attitude  of  the  public  and 
attacks  on  the  company  by  municipal  officials  are  also  reflected  in  demands  for  a 
higher  return  before  capital  is  attracted  to  such  public  utilities. 

The  discussions  on  the  different  elements  affecting  rate  of  return  were  contributed 
by  D.  C.  Jackson,  O.  B.  Wilcox,  A.  W.  Brady,  M.  C.  Brush,  J.  N.  Shannahan.  and 
Col.  T.  S.  Williams. 


PUBLIC  SERVICE  REGULATION 

200— Public  Regulation. 

The  Government  and  the  Railroads,  by  OttoH.  Kahn.  Pamphlet, 
Reprint  from  the  Worlds  Work,  February,  1916.     29  pages. 

A  study  of  the  present  railroad  situation  is  presented  which  shows  the  need  of 
the  adoption  by  the  government  of  a  helpful  policy.  Investors  should  be  reassured 
and  encouraged  as  to  the  safety  and  attractiveness  of  investments  in  American 
railroad  securities,  and  net  earnings  should  be  secured  which  would  not  only 
provide  for  reasonable  dividends,  but  would  make  possible  the  accumulation  of 
a  substantial  surplus  necessary  for  a  properly  managed  line. 

200 — Public  Service  Regulation. 

Government  Regulation  and  Our  Transportation  -Systems,  by 
Oscar  W.  Underwood.  Address  Before  the  American  Electric  Rail- 
way Association,  and  the  American  Electric  Railway  Manufacturers 
Association  at  Chicago,  February  4,  1916. 

The  problems  which  are  hindering  the  proper  development  of  our  transportation 
system  are  discussed  and  the  writer  asserts  that  the  natural  solution  of  these 
problems  is  not  public  ownership,  but  is  to  be  worked  out  along  the  lines  of  private 
ownership  under  government  regulation.  The  advisability  of  substituting  "one 
master  for  the  forty-nine  masters"  regulating  commerce  today  must  be  considered. 
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The  present  difficulties  in  financing  and  the  increased  cost  of  railroad  money  are 
noted  and  the  writer  says:  ''We  must  consider  the  wisdom  of  Government  super- 
vision of  the  issuance  of  all  securities  by  our  transportation  companies  with  the 
assurance  to  the  public  that  new  capital  will  be  invested  to  secure  proper  facilities 
and  used  for  legitimate  purposes — not  for  speculation.  We  must  assure  the 
public  that  when  they  invest  money  in  railroad  securities  which  are  supervised 
by  Government  regulation  we  stand  for  a  system  of  regulation  which  will  allow 
the  transportation  companies  to  charge  such  rates  for  carriage  as  will  enable 
them  to  promptly  meet  their  interest  account  as  well  as  their  operating  expenses." 

In  conclusion,  it  is  stated  that  the  main  trouble  with  the  regulation  of  our  railway 
system  is  that  corporate  law  has  been  destructive,  not  constructive,  has  been 
piecemeal,  not  comprehensive;  and  it  is  proposed  that  a  committee  of  Congress 
shall  investigate  Federal  transportation  laws  as  suggested  by  President  Wilson, 
and  give  a  thorough  and  complete  hearing  to  all  who  desire  to  present  their  views 
in  reference  to  the  solution  of  these  problems. 


252 — Commission  Annual  Reports. 

Third  Annual  Report  of  the  Massachusetts  Public  Service 
Commission,  January,  1916.     185  pages. 

A  summary  is  given  of  the  work  of  the  Commission  for  the  year  1915,  and  statistics 
are  given  for  railroads  and  street  railways.  Two  special  reports  are  included,  one 
giving  data  showing  the  cost  of  street  railway  power  and  the  other  dealing  with  the 
jitney  bus  situation  of  the  state  which  contains  an  appendix  on  laws  of  various 
states  passed  for  the  regulation  of  the  jitney. 

The  report  on  street  railway  power  says  that,  in  the  course  of  the  investigation 
of  proposed  increases  in  rates  upon  various  street  railways  in  the  commonwealth 
it  became  necessary  to  investigate  their  power  plant  conditions  and  operation, 
with  particular  reference  to  the  value  of  the  equipment  and  the  cost  of  operating  it. 
It  appeared  desirable  to  obtain  comparative  data  from  all  street  railways  operating 
in  the  state.  A  set  of  questions  was  sent  by  the  commission  to  each  company  and 
the  data  contained  in  the  answers  to  these  questions  are  tabulated  in  the  report. 


MUNICIPALITIES 


810 — Municipal  or  Local  Regulation  of  Utilities. 

Philadelphia  Utility  Problems,  Report  of  the  Bureau  of  Gas  of 
Philadelphia  for  1914.     Pamphlet.     Ill  pages. 

In  addition  to  its  report  on  the  gas  utility  in  Philadelphia,  the  Bureau  gives  a 
report  of  its  investigations  of  the  rates  of  the  electric  utility.  Comparisons  are 
made  with  rates  in  other  cities,  including  rates  for  street  lighting,  general  lighting, 
and  power.  An  appendix  to  the  report  contains  the  graphs  of  the  rates  of  a  number 
of  electric  companies,  which  were  reproduced  in  Power  (noted  in  7  Rate  Re- 
search 335). 
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830— Public  Ownership. 

Municipal  Ownership  of  Public  Utilities.  The  Journal  of  Accoun- 
tancy, February,  1916,  p.  146.     3  pages. 

The  common  failure  of  municipalities  to  show  the  exact  status  of  a  municipally 
operated  utility  is  commented  on,  and  it  is  pointed  out  that  some  allowances 
must  be  made  in  comparing  reports  of  such  utilities  with  those  of  private  utilities, 
which  are  required  to  show  true  and  complete  reports.  A  report  of  a  small  munic- 
ipality is  analyzed  as  an  example  of  municipal  utility  reports.  No  allowance 
is  made  for  interest  on  bonds  or  for  depreciation  and  in  order  to  put  the  municipal 
utility  on  the  same  basis  of  comparison  as  a  private  plant  allowance  must  also  be 
made  for  taxes.  The  shortcomings  and  errors  of  municipal  accounting  are  not 
pointed  out  as  an  argument  against  municipal  ownership,  but  it  is  contended  that 
a  city  should  use  proper  accounting  methods  in  exhibiting  the  results  of  municipal 
management  of  public  utilities,  leaving  it  to  the  taxpayers  to  determine  whether 
or  not  they  are  satisfied  with  the  results  obtained. 

GENERAL 

980— Public  Relations. 

Justice  for  Electric  Railways,  by  Charles  L.  Henry,  Address 
Before  the  American  Electric  Railway  Association  and  the  American 
Electric  Railway  Manufacturers'  Association  at  Chicago.  February  4, 
1916. 

The  problems  of  the  utility  under  "regulation  without  responsibility"  are  dis- 
cussed, and  it  is  shown  that  unreasonable  requirements  may  be  imposed  by  city 
or  other  regulating  authorities  which  the  public  or  the  regulating  officials,  if 
guided  by  a  more  complete  understanding  of  the  situation,  would  recognize  as 
bej'ond  the  ability  of  the  company  to  perform.  These  burdens  must  be  borne  by 
the  public  through  higher  rates;  or,  as  not  infrequently  happens  by  reason  of 
burdens  in  the  way  of  taxes,  street  improvements,  additional  service,  the  making 
of  unreasonable  regulations  regarding  transfers,  and  otherwise,  it  is  made  impos- 
sible for  a  company  to  earn  enough  to  pay  operating  expenses,  including  these 
burdens,  and  have  anything  left  to  pay  a  reasonable  income  upon  the  capital  in- 
vested. If  such  a  condition  is  brought  about  in  even  a  few  cases ,  holders  of  money 
for  investment  become  frightened  and  afraid  to  further  invest  in  such  property, 
and  then  the  public  also  suffers,  because  without  sufficient  capital  electric  railway 
properties,  like  any  other  business,  cannot  be  properly  maintained  or  operated, 
and  the  public  will  not  be  furnished  with  the  transportation  facilities  to  which 
they  would  ordinarily  be  entitled.  It  is  considered  of  first  importance  to  bring 
about  a  better  understanding  of  these  facts  on  the  part  of  the  public. 

COURT  DECISION  REFERENCES 

129.1 — Discrimination. 

Atchison,  T.  &  S.  F.  Ry.  Co.  v.  Ehret  et  al.  Decision  of  the 
Supreme  Court  of  Oklahoma.     November  9,  1915.     152  Pacific  1107. 

The  respondent  obtained  from  an  agent  of  the  common  carrier  a  lower  rate  on  an 
interstate  shipment  than  the  schedule  rate  published  and  on  fite  with  the  Inter- 
state Commerce  Commission,  and  the  shipment  was  delivered  on  payment  of  the 
lower  rate.  The  carrier  brought  action  to  secure  the  payment  of  the  difference 
between  the  amount  paid  and  payment  at  the  established  rate.  The  Court  holds 
that  the  shipper  was  not  entitled  to  a  delivery  of  the  goods  until  the  payment 
was  made  at  the  rate  provided  in  the  official  schedule;  and  that  the  carrier,  having 
delivered  the  goods  upon  the  payment  of  the  low  rate,  may  recover  the  official 
schedule  rate.  The  court  points  out  that  if  such  contracts  for  shipment  at  rates 
other  than  those  in  the  published  schedule  were  upheld  it  would  furnish  a  method 
by  which  rebating  might  be  practiced. 
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RATES 

BALTIMORE  GAS  RATES 

720— Rate  Schedules. 

The  CoNSOLroATED  Gas,  Electric  Light  and  Power  Company  of  Bal- 
timore, Maryland,  has  issued,  under  special  permission  of  the  Maryland 
Public  Service  Commission  of  date  January  31,  1916,  rate  schedules 
pronding  for  reductions  in  rates  for  gas  service  effective  as  of  February 
1,  1916. 

The  new  schedules  provide  block  rates  for  domestic  service  on  the  active 
room  basis. 

The  schedule  for  industrial  service,  as  pre\iously  in  effect,  was  given  in 
6  Rate  Research  371.  These  rates  are  of  the  demand  type.  The 
"fixed  costs"  in  the  industrial  rates  remain  unchanged  and  a  reduction 
is  made  in  the  "running  costs"  by  the  elimination  of  the  initial  charge 
of    70    cents    gross.     The    new    rates    are    as    follows: 

Rate. 

Fixed  Costs. 

(See  6  Rate  Research  371.) 

Running  Costs. 

45  cents  gross  or  35  cents  net  per  1,000  cubic  feet  for  all  gas  supplied  up  to  and 
including  1,000,000  cubic  feet  per  month. 

40  cents  gross  or  30  cents  net  per  1,000  cubic  feet  for  all  gas  supplied  in  excess 
of  1,000,000  cubic  feet  per  month. 

623.3 — Number  of  Rooms  Basis. 

The  new  rates  tor  domestic  service  are  designed  to  encourage  additional 
use  of  gas,  and  are  as  follows: 


RATES  FOR  DOMESTIC  SERVICE. 
Rate. 

Primary  Rate. 

85  cents  gross  or  75  cents  net  per  1,000  cubic  feet. 

Editorial  Note — ^AU  indented  matter  is  direct  quotation. 
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Secondary  Rate. 

45  cents  gross  or  35  cents  net  per  1,000  cubic  feet  when  tKe  Customer's  use  of 
gas  is  in  excess  of  the  amount  hereinafter  specified  under  Primary  Rating. 

This  Secondary  Rate  will  be  applied  only  where  the  said  additional  service  is 
supplied  through  the  regular  house  meter  furnished  for  all  consumption,  and  only 
to  the  consumption  in  excess  of  the  estimated  ordinary  use  by  the  customer, 
which  ordinary  use  will  be  designated  the  Primary  Rating. 

Primary  Rating. 

The  Primary  Rating  for  new  customers  and  for  present  customers  at  new  loca- 
tions will  be  determined  as  follows,  it  being  imderstood  that  all  ordinary  rooms, 
such  as  living  rooms,  dining  rooms,  kitchens,  bedrooms,  servants'  quarters, 
bathrooms  and  laundries  will  be  included  in  the  list  of  rooms,  but  that  cellars, 
closets,  pantries  and  storerooms  will  not  be  included: 

Private  Houses  of    6  rooms  or  less,  4,000  cubic  feet  per  month. 

Private  Houses  of    7  rooms  or  less,  5,000  cubic  feet  per  month. 

Private  Houses  of    8  rooms  or  less,  6,000  cubic  feet  per  month. 

Private  Houses  of    9  rooms  or  less,  7,000  cubic  feet  per  month. 

Private  Houses  of  10  rooms  or  less,  8,000  cubic  feet  per  month. 

Private  Houses  of  11  rooms  or  less,  9,000  cubic  feet  per  month. 

Private  Houses  of  12  rooms  or  less,  10,000  cubic  feet  per  month. 

with  an  excess  of  1,000  cubic  feet  per  room  for  each  room  over  12. 
Individual  apartments  will  be  rated  on  the  same  basis  as  private  houses. 
Boarding  houses  and  rooming  houses  shall  be  taken  at  1,000  cubic  feet  per  room 
per  month. 

DAYTON  POWER  AND  LIGHT  COMPANY 

720— Rate  Schedules. 

The  Dayton  Power  and  Light  Company,  Dayton,  Ohio.  (Pop. 
125,000.)     Rate  Schedules  Made  Effective  as  of  January  1,  1916. 

The  Company  divided  its  territory  into  a  city  district  and  a  suburban 
district,  and  prescribed  separate  schedules  for  the  two  districts.  The 
rates  as  approved  by  the  Commission  are  as  follows: 


CITY  DISTRICT. 

METER  LIGHTING  RATE. 

Available  for  all  residences,  flats,  apartments,  churches  and  all  temporary  lighting 
installations,  also  to  all  commercial  lighting  for  which  the  customer  does  not 
contract  on  the  company's  Demand  Lighting  Rate. 

Rate. 

9  cents  per  kilowatt-hour  up  to  100  kilowatt-hours  per  month. 
8.8  cents  per  kilowatt-hour  for  from  101  to  200  kilowatt-hours  per  month. 
8.6  cents  per  kilowatt-hour  for  from  201  to  300  kilowatt-hours  per  month. 
8.3  cents  per  kilowatt-hour  for  from  301  to  450  kilowatt-hours  per  month. 
8.0  cents  per  kilowatt-hour  for  from  451  to  714  kilowatt-hours  per  month. 
7.75  cents  per  kilowatt-hour  for  from  715  to  890  kilowatt-hours  per  month. 
7.34  cents  per  kilowatt-hour  for  from  891  to  1,420  kilowatt-hours  per  month. 
6.15  cents  per  kilowatt-hour  for  from  1,421  to  2,000  kilowatt-hours  per  month. 
5.92  cents  per  kilowatt-hour  for  from  2,001  to  3,571  kilowatt-hours  per  month. 
5.30  cents  per  kilowatt-hour  for  3,572  kilowatt-hours  per  month  and  above. 
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Prompt  Pa3naient  Discount. 

5%  if  paid  within  5  days  from  date  of  bill. 

Lamp  Renewals. 

All  standard,  clear  carbon  and  gem  lamps  of  from  2  to  16  c.  p.  in  carbon  and 
from  30  to  125  watt  in  Gem  types  are  renewed  free  upon  this  contract  providing 
the  old  lamps  are  returned  to  the  office  of  the  Company  with  the  globes  un- 
broken, and  upon  presentation  of  the  customer's  lamp  renewal  card  as  a  means 
of  identification. 

Term  of  Contract. 

Terminable  upon  ten  days'  written  notice  from  either  party. 


DEMAND  LIGHTING  RATE. 

Available  for  all  stores,  oflBces,  theaters,  hotels  and  places  of  business. 

Rate. 

9  cents  per  kilowatt-hour  for  the  first  30  hours'  use  per  month  of  maximum 

demand. 

6  cents  per  kilowatt-hour  for  the  next  100  hours'  use  per  month  of  maximum 

demand. 

4  cents  per  kilowatt-hour  for  all  excess  use  of  the  maximum  demand. 

Quantity  Discount. 

0  %  when  monthly  bill  is  from  $  75.01  to  $  80. 


11  is  from      80.01  to      85. 
11  is  from 
U  is  from 


85.01  to 

90. 

90.01  to 

95. 

95.01  to 

100. 

100.01  to 

105. 

105.01  to 

110. 

110.01  to 

115. 

115.01  to 

120. 

120.01  to 

125. 

125.01  to 

130. 

1  %  when  monthly  b 

2  %  when  monthly  b 
3^%  when  monthly  b 
^%  when  monthly  bill  is  from 
5|%  when  monthly  bill  is  from 
65%  when  monthly  bill  is  from 
75%  when  monthly  bill  is  from 
8§%  when  monthly  bill  is  from 
§5%  when  monthly  bill  is  from 

102%  when  monthly  bill  is  from 

Additional  discounts  are  given  in  a  published  sheet  up  to  a  discount  of  52^%  on 
monthly  bills  exceeding  $725. 

Prompt  Payment  Discount. 

An  additional  discount  of  5%  will  be  allowed  after  deducting  the  quantity 
discount  if  payment  is  made  within  5  days  from  date  of  bill. 

Determination  of  Demand. 

In  all  installations  of  less  than  1,000  watts  connected,  the  demand  will  be  arbi- 
trarily considered  as  1  kilowatt.  Where  the  entire  connected  load  is  on  one 
floor  (basement  not  considered),  or  where  the  entire  connected  load  is  less 
than  5,000  watts,  then  90%  of  the  entire  connected  load  will  be  considered 
as  the  Maximum  Demand.  Where  the  installation  covers  two  or  more  floors, 
or  where  the  entire  connected  load  is  5,000  watts  or  more,  then  the  Company 
will  determine  what  is  the  greatest  portion  of  the  connected  load  used  at  one 
time,  which  will  be  considered  as  the  Maximum  Demand. 
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Minim nm   Charge. 

None. 

Lamp  Renewals. 

Free  renewals  are  not  supplied  by  the  Company  to  customers  contracting  for 
lighting  service  on  this  form  where  their  average  monthly  bill  entitles  them  to 
total  discounts  aggregating  10%  or  more. 

Term  of  Contract. 

One  year  and  thereafter  until  terminated  by  ten  days'  written  notice  from 
either  party. 

METER  POWER  RATE. 

Available  for  exclusive  power  service,  24  hours,  115-230  volt  direct,  or  115-230-460 
volt  alternating.  This  rate  also  applies  where  the  Customer  desires  to  charge 
the  batteries  of  an  electric  automobile  on  his  own  premises. 

Rate. 

6.6  cents  per  kilowatt-hour  up  to  100  kilowatt-hours  per  month. 
6.35  cents  per  kilowatt-hour  for  from  100  to  285  kilowatt-hours  per  month. 
6.15  cents  per  kilowatt-hour  for  from  286  to  714  kilowatt-hours  per  month. 
5.60  cents  per  kilowatt-hour  for  from  715  to  1,428  kilowatt-hours  per  month. 
5.40  cents  per  kilowatt-hour  for  from  1,429  to  2,857  kilowatt-hours  per  month. 
4.60  cents  per  kilowatt-hour  for  from  2,858  to  4,285  kilowatt-hours  per  month. 
3.88  cents  per  kilowatt-hour  for  from  4,286  to  5,714  kilowatt-hours  per  month. 
3.15  cents  per  kilowatt-hour  for  5,715  kilowatt-hours  per  month  and  above. 

Prompt  Payment  Discount. 

5%  if  paid  within  5  days  from  date  of  bill. 

Term  of  Contract. 

Terminable  upon  10  days'  written  notice  from  either  party. 

DEMAND  POWER  RATE. 

Available  for  power  sei"vice,  and  includes  combined  lighting  and  power  under  the 
following  conditions:  (a)  where  the  current  is  measured  as  primary  energy  (A.  C.) 
or,  (b)  where  the  normal  monthly  power  bill  amounts  to  not  less  than  $12o.00,  and 
when  the  lighting  load  does  not  exceed  25%  of  the  power  load,  then  the  lighting 
and  power  consumption  will  be  billed  at  the  power  rate.  24  hour  service,  230 
volt  D.  C,  230-460-2300  volt  A.  C. 

Rate. 

6.6  cents  per  kilowatt-hour  when  the  hours'  use  of  the  maximum  demand  is 

from  1  to  50. 

5.98  cents  per  kilowatt-hour  when  the  hours'  use  of  the  maximum  demand  is 

from  51  to  55. 

5.66  cents  per  kilowatt-hour  when  the  hours'  use  of  the  maximum  demand  is 

from  56  to  60. 

Additional  steps  as  shown  in  the  published  table  imtil  rate  becomes  2.4  cents 
per  kilowatt-hour  for  over  500  hours'  use  of  the  demand. 

Quantity  Discounts. 

0%  when  bill  is  less  than  $10.00. 

1%  when  bill  is  from  $10.01  to  $25.00. 

2%  when  bill  is  from  $25.01  to  $50.00. 

On  additional  amounts,  discounts  as  shown  in  a  published  table  until  when  the 

bill  is  over  $5,000  a  discoimt  of  47%  is  allowed. 
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Prompt  Payment  Discoimt. 

An  additional  5%  will  be  allowed  after  deducting  the  quantity  discount,  for 
payment  within  5  days  from  date  of  bill. 

Determination  of  Demand. 

In  determining  the  maximum  demand  the  following  rules  shall  apply:  No 
installation  shall  be  counted  as  less  than  5  horse-power.  On  all  installations 
of  5  horse-power  to  25  horse-power,  inclusive,  the  connected  load  in  horse- 
power will  be  multiplied  by  .6  and  the  product  will  be  considered  the  maxi- 
mum demand  in  kilowatts.  On  installations  of  26  horse-power  to  50 
horse-power,  inclusive,  the  connected  load  in  horse-power  will  be  multiplied 
by  .55  and  the  product  will  be  considered  the  maximum  demand  in  kilowatts. 
On  installations  of  51  horse-power  to  200  horse-power,  inclusive,  the  connected 
load  in  horse-power  will  be  multiplied  by  .5  and  the  product  will  be  considered 
the  maximum  demand  in  kilowatts.  On  installations  of  201  horse-power  and 
above  the  connected  load  in  horse-power  will  be  multiplied  by  .45  and  the 
product  will  be  considered  the  maximum  demand  in  kilowatts.  The  company 
reserves  the  right  to  make  tests  at  any  time  on  the  premises  of  any  customer, 
and  may,  at  its  option,  fix  the  demand  as  shown  by  test  and  the  demand 
so  fixed  shall  remain  in  force  until  the  Company  makes  other  tests  to  deter- 
mine maximum  demand.  In  fixing  the  demand  of  any  installation,  if  there  is 
a  considerable  portion  of  the  load  which  is  not  used  on  the  Company's  peak, 
and  if  the  Customer  will  agree  not  to  use  this  portion  of  the  load  during  such 
hours  as  the  Company  may  specify,  then  if,  in  the  Company's  estimation,  the 
size  of  the  installation  will  justify  such  consideration,  the  Company  may  take 
this  feature  into  consideration  in  fixing  the  maximum  demand. 

Term  of  Contract. 

One  year  or  more,  terminable  after  expiration  upon  10  days'  written  notice 
from  either  party. 

Terms  and  Conditions. 

Any  customer  can  change  from  the  meter  power  rate  to  the  demand  power 
rate,  or  from  the  demand  power  rate  to  the  meter  power  rate  by  signing  a  new 
contract,  but  such  change  shall  not  be  made  for  less  than  12  months. 


ELECTRIC  HEATING  RATE. 

Available  when  the  customer  has  an  electric  cooking  or  heating  device  requiring 
electrical  energy  of  1  kilowatt  or  more. 

.Rate. 

6.6  cents  per  kilowatt-hour  for  from  1  to  50  hours'  use  of  the  demand. 
5.98  cents  per  kilowatt-hour  for  from  51  to  55  hours'  use  of  the  demand. 
5.66  cents  per  kilowatt-hour  for  from  56  to  60  hours'  use  of  the  demand. 
5.34  cents  per  kilowatt-hour  for  from  61  to  65  hours'  use  of  the  demand. 

Lower  rates  for  higher  uses  of  the  monthly  demand  in  steps  as  shown  in  a  pub- 
lished table,  until  the  rate  becomes  2.92  cents  for  the  monthly  use  of  the  demand 
exceeding  200  hours. 

Quantity  Discount. 

0  %  when  bill  is  less  than  $10.00. 

1  %  when  bill  is  from  $  10.01  to  $  25.00. 

2  %  when  bill  is  from  25.01  to  50.00. 
3h%  when  bill  is  from  50.01  to  75.00. 
5?%  when  bill  is  from  75.01  to  100.00. 
8  %  when  bill  is  from    100.01  to    125.00. 

105%  when  bill  is  125.01  and  above. 
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Prompt  Payment  Discount. 

An  additional  5%  discount  will  be  allowed  after  deducting  the  quantity  dis- 
count for  payment  within  5  days  from  date  of  bill. 

Determination  of  Demand. 

The  demand  will  be  determined  by  the  Company  by  test,  no  demand  to  be 
less  than  one  kilowatt. 

Minimum  Charge. 

None. 

Term  of  Contract. 

Six  consecutive  months,  or  more,  each  calendar  year. 

Other  rate  schedules  for  the  City  District  are  prescribed  as  follows:  Guar- 
anteed High  Load  Factor  Power  Rate,  Moving  Picture  Theatre  Rate,  Adver- 
tising and  Sign  Rate,  Emergency  Service,  Interurban  and  Street  Railway 
Rates,  Battery  Charging  Rates  —  Public  Garage,  Daily  Newspaper  Rates, 
Private  Arc  Lamps,  Mazda  Lamps  and  Boulevard  Lamps. 


SUBURBAN  RATES. 

RESIDENCE  LIGHTING. 
Rate. 

11  cents  per  kilowatt-hour. 

Prompt  Payment  Discount. 

I  cent  per  kilowatt-hour  if  paid  within  5  days  from  date  of  bill. 

COMMERCIAL  LIGHTING. 

Rate. 

II  cents  per  kilowatt-hour  for  the  first  30  kilowatt-hours  per  month. 
9  cents  per  kilowatt-hour  for  all  over  30  kilowatt-hours  per  month. 

Prompt  Payment  Discount. 

1  cent  per  kilowatt-hour  if  paid  within  5  days  from  date  of  bill. 

Minimum  Charge. 

$1.00  net  per  month. 

Term  of  Contract. 

One  year  and  thereafter  until  terminated  by  10  days'  written  notice  from 
either  party. 

Terms  and  Conditions. 

In  the  event  of  a  customer  wishing  to  temporarily  discontinue  his  service,  and 
so  notifying  the  Company  in  writing  by  mail  addressed  to  its  nearest  office, 
said  service  will  be  disconnected  and  no  minimum  monthly  .charge  will  be 
made  during  said  period,  provided  service  is  discontinued  for  a  period  of  30 
days  or  more. 

METER  POWER  RATES. 
Rate. 

Same  as  Meter  Power  Rate  for  City  District  as  given  above. 

Prompt  Pasrment  Discount. 

Same  as  in  Meter  Power  Rate  for  City  District  as  given  above. 
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Minimum  Charge. 

$2.50  net  per  month  on  all  installations  up  to  and  including  5  horse-power  of 
connected  load. 

$0.50  net  per  horse-power  per  month  on  installations  above  5  horse-power  of 
connected  load. 

Term  of  Contract. 

One  year  and  thereafter  until  terminated  by  10  days'  written  notice  from  either 
party. 

DEMAND  POWER  RATE. 
Rate. 

Same  as  Demand  Power  Rate  for  City  District  as  given  above. 

Prompt  Payment  Discoiint. 

Discounts  same  as  in  Demand  Power  Rate  for  City  District  as  given  above. 

Minimum  Charge. 

Same  as  in  Suburban  Meter  Power  Rate  above. 

Term  of  Contract. 

One  year  or  more,  terminable  after  expiration  upon  10  days'  written  notice 
from  either  party. 

Other  rate  schedules  for  the  Suburban  District  are  prescribed  as  follows:    Street 
Lighting  by  Contract, — Series  Lighting,  Multiple  Lighting. 


COMMISSION  DECISIONS 

CALIFORNIA 

224.5— Rates  Fixed  by  Contract. 

HoLLisTER  Water  Company,  Investigation  Into  the  Rates  for  Water 
Service.  Decision  of  the  California  Railroad  Commission,  Fixing 
Rates.     June  21,  1915. 

In  an  investigation  made  for  the  purpose  of  determining  reasonable 
rates  to  be  charged  in  the  town  of  Hollister,  the  Commission  found 
that  the  town  was  making  no  payment  for  fire  protection  service,  and 
pointed  out  that  this  resulted  in  an  unjust  burden  on  general  con- 
sumers. The  representatives  of  the  town  urged  that  the  ordinance 
passed  in  1875  granting  a  franchise  to  the  company  specified  that 
the  city  should  always  have  water  free  for  fire  protection  purposes, 
and  that,  thereby,  the  Commission  is  estopped  from  fixing  a  charge 
for  this  service. 
The  Commission  said: 

"The  position  of  this  Commission  as  to  its  power  to  fix  rates,  regard- 
less of  contracts  heretofore  made  by  which  rates  were  fixed  for  a 
pubUc  utility  service,  is  now  well  estabhshed  and  I  can  see  no  dis- 
tinction in  this  respect  between  contracts  made  between  a  utility 
and  individuals  and  between  a  city  and  a  utility. 
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"All  of  the  reasoning  which  applies  to  the  right  of  the  Commission 
to  fix  rates  regardless  of  contracts  between  utilities  and  individuals 
applies  with  equal  force  to  such  a  contract  between  a  municipality 
and  a  utility.  I  assume  it  would  not  now  be  seriously  contended 
that  a  city  could,  through  the  grant  of  a  franchise  or  by  any  form 
of  contract  in  which  a  utility  service  was  agreed  to  be  delivered  by  a 
public  utility  company  to  the  city,  exclude  the  Commission  from 
jurisdiction  over  the  rates  for  such  service,  and  if  this  is  true  now, 
it  was  true  in  1875.  When  this  contract  was  made  the  power  at 
that  time  to  fix  rates  was  latent  in  the  State  but  nevertheless 
existed,  and  any  contract  made  must  have  been  made  subject  to 
the  power  of  the  State  to  fix  rates  when  it  saw  fit  to  exercise  this 
power." 

COLORADO 

810 — ^Municipal  or  Local  Regulation  of  Utilities. 

The  Castle  Rock  IMountaix  Railway  and  Park  v.  The  Denver 
Tramway  Company,  Alleging  Discrimination  in  Certain  Special  Service 
Contracts.  Decision  of  the  Colorado  Public  Utilities  Commission, 
Eliminating  the  Discrimination.     October  7,  1915. 

129.1 — Discrimination. 

The  respondent  company  operates  its  cars  for  the  furnishing  of  passen- 
ger service  and  also  rents  equipment  under  special  contracts  to  sight- 
seeing companies,  such  as  the  petitioning  company  and  The  Seeing 
Denver  Company.  The  petitioner  alleges  that  The  Seeing  Denver 
Company  which  rents  a  number  of  the  respondent's  cars  on  a  regular 
schedule  during  certain  months  of  the  year,  has  been  given  more  favor- 
able rates  and  terms  than  is  afforded  the  petitioner  for  a  similar  service. 
The  defendant  alleged  that  the  contract  in  question  is  a  private  con- 
tract over  which  the  Commission  has  no  control. 

"This  theory  is  presented  to  the  Commission  along  the  line  of  well 
recognized  court  and  commission  decisions  to  the  effect  that  a  public 
utility  is  not  subject  to  regulation  in  regard  to  any  private  business 
it  may  conduct,  which  is  not  in  the  nature  of  public  duty.     For  in- 
stance, a  public  utility  may  buy  its  stationery  from  whom  it  pleases, 
rent  its  offices  from  any  desirable  party,  and  conduct  that  part  of 
its  business  as  to  which  the  public  is  not  interested  according  to  the 
policy  of  its  directors  and  stockholders,  and  it  has  been  many  times 
stated  that  it  is  not  the  business  of  a  regulating  commission  to  desig- 
nate or  regulate  the  poHcy  of  any  public  utility  in  the  conducting  of 
its  business." 
The  Commission  holds  however  that  this  is  a  service  which  the  company 
has  undertaken  to  furnish.     The  company  has  filed  rates  for  special 
and  chartered  cars  and  trains. 

"The  Seeing  Denver  Company  uses  a  large  quantity  of  service, 
which,  when  considered  alone,  may  not  justify  a  different  rate,  but 
when  considered  with  the  cost  of  the  service  and  the  regularity  of 
same,  may  result  in  a  different  conclusion." 
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The  Company  is  ordered  to  file  rates,  rules  and  regulations  for  such 
service  as  may  be  contracted  for  by  the  sight-seeing  companies,  which 
rat€S,  rules  and  regulations  when  approved  by  the  Commission  may  be 
offered  to  all  applicants  for  such  service  without  discrimination. 

810 — Municipal  or  Local  Regulation  of  Utilities. 

The  respondent  company  also  urged  that  the  Commission  was  without 
jurisdiction  for  the  reason  that  any  regulatory  powers  which  may  be 
exerted  over  the  company  are  lodged  with  the  City  and  County  of 
Denver.  The  fallacy  of  this  contention  and  the  facts  in  the  case  are 
discussed  by  the  Commission  as  follows: 

"By  constitutional  amendment,  the  City  of  Denver  has  been  con- 
sohdated  with  part  of  the  County  of  Arapahoe  and  given  the  title 
of  The  City  and  County  of  Denver,  and  is  permitted  to  operate 
under  a  charter  which  was  adopted  by  the  vote  of  the  people  of  the 
City  and  County  of  Denver.  By  lat^r  amendment  to  the  Consti- 
tution, all  cities  and  towns  within  the  State  of  Colorado  having  a 
population  of  two  thousand  inhabitants  are  given  authority  to  make 
a  charter  which  shall  be  the  organic  law  of  the  city  or  town,  and 
extend  to  all  local  and  municipal  matters,  and  the  said  constitutional 
amendment  gives  to  the  city  and  town  all  powers  necessary,  requisite 
or  proper  for  the  government  and  control  of  its  municipal  matters, 
including  power  to  legislate  upon,  provide,  regulate,  conduct  and 
control  the  same.  Following  which  provision  certain  local  or  muni- 
cipal matters  are  defined  and  the  amendment  then  states  that 

"  'It  is  the  intention  of  this  article  to  grant  and  confirm  to  the  people 
of  all  municipalities  coming  within  its  provisions,  the  full  right  of 
self  government  in  both  local  and  municipal  matters,  and  the  enum- 
eration herein  of  certain  powers  shall  not  be  construed  to  deny  to 
such  cities  and  towTis  and  to  the  people  thereof,  any  right  or  power 
essential  or  proper  to  the  full  exercise  of  such  right.' 

''This  is  popularly  known  as  'home  rule',  and  it  is  the  position  of  this 
defendant,  a  public  utility  located  within  the  City  and  County  of 
Denver,  which  City  and  County  operates  under  a  charter,  that  it  is 
not  subject  to  the  jurisdiction  of  the  Public  UtiUties  Commission  of 
the  State  of  Colorado,  but  is  under  the  control  of  the  local  authori- 
ties within  the  City  and  County  of  Denver.  We  can  not  assent  to 
this  proposition.  It  has  been  decided  a  number  of  times  that  the 
regulation  of  rates  and  sernce  of  a  public  utihty,  and  rules,  regula- 
tions, and  practices  pertaining  thereto,  arises  through  the  police 
power  of  the  State,  and  is  a  matter  of  state  wide  importance,  and  is 
in  no  sense  a  local,  municipal  or  internal  matter.  If  the  position  of  the 
defendant  in  this  regard  was  assented  to  by  the  Commission,  any  muni- 
cipaUty  within  the  Stateof  Colorado  with  a  population  of  two  thousand 
inhabitants  could  regulate  the  rates  and  service  of  the  public  utilities 
operating  within  its  boundaries,  and  the  Public  Utilities  law  of  the 
State  of  Colorado  would  become  but  an  emasculated  piece  of  legisla- 
tion; and,  we  refer  the  defendant  to  the  case  of  Portland  Railway, 
Light  and  Power  Co.  vs.  City  of  Portland,  reported  at  210  Fed. 
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Reporter,  at  Page  667  (5  Rate  Research  22) .  In  this  case,  a  utility- 
operating  within  the  boundaries  of  the  City  of  Portland,  a  'home 
rule'  city  operating  under  a  charter,  with  power  to  control  and  to 
legislate  in  regard  to  its  local,  municipal  and  internal  affairs,  filed 
its  schedule  of  rates  with  the  State  Public  Service  Commission  of 
Oregon,  and  the  City  of  Portland  questioned  the  jurisdiction  of  the 
State  Commission  over  the  local  utility,  and  the  Honorable  Judge 
Bean,  in  a  very  clear  and  able  opinion,  had  the  following  to  say: 

"  'Now,  the  right  to  regulate  rates  of  public  service  corporations  is  a 
governmental  power  vested  in  the  state  in  its  sovereign  capacity. 
It  may  be  exercised  by  the  state  directly  or  through  a  commission 
appointed  by  it,  or  it  may  delegate  such  power  to  a  municipaUty. 
But  I  do  not  understand  that  a  municipality  may  assume  to  itself 
such  power  without  the  consent  of  the  state  where  there  is  a  general 
law  on  the  subject  emanating  from  the  entire  state.  It  is  true  that 
under  the  Oregon  system  the  legal  voters  of  every  city  or  town  are 
given  power  to  enact  and  amend  their  municipal  charter,  subject 
to  the  Constitution  and  criminal  laws  of  the  State.  But  this  does 
not  authorize  the  people  of  a  city  to  amend  its  charter  so  as  to  confer 
upon  the  municipality  powers  beyond  what  are  purely  municipal  or 
inconsistent  with  a  general  law  of  the  state  constitutionally  enacted. 
Straw  V.  Harris,  54  Or.  424,  103  Pac.  777,  and  Kierman  v.  Portland, 
57  Or.  454,  111  Pac.  379,  112  Pac.  402,  37  L.  R.  A.  (N.  S.)  339.  It 
was  so  held  by  the  Supreme  Court  of  the  state  in  Riggs  v.  City  of 
Grants  Pass.  134  Pac.  776,  where  a  city  attempted  to  amend  its 
charter  so  as  to  authorize  its  council  to  incur  an  indebtedness  for  the 
building  of  railroads.  The  regulation  of  fares  to  be  charged  by 
public  service  corporations  is  not  primarily  a  municipal  matter,  but 
is  a  sovereign  right  belonging  to  the  state  in  its  sovereign  capacity. 
All  authority  over  the  subject  must  emanate  from  the  state.  The 
effect  of  the  amendment  to  the  charter  of  the  city  of  Portland  is  an 
attempt  to  ignore  the  state  authority  and  to  assume  sovereign  rights 
superior  and  contrary  to  the  expressed  will  of  the  state  as  manifested 
in  its  legislation.  If  the  amendment  is  vaUd  and  takes  the  public 
utilities  within  the  City  of  Portland  out  of  the  operation  of  the 
Public  Utility  Act  and  the  jurisdiction  of  the  commission  created  by 
it,  then  every  municipality  in  the  state  may  amend  its  charter  with 
like  effect,  and  the  Public  Utility  Act  will  become  a  useless  and 
emasculated  piece  of  legislation,  the  will  of  the  entire  people  as  ex- 
pressed therein  be  practically  ignored,  and  the  people  of  a  part  of  the 
state  become  greater  than  the  whole.  .  .  .  The  purpose  was 
-  to  provide  a  uniform  system  throughout  the  entire  state  for  the  con- 
trol and  regulation  of  public  utilities  and  fixing  the  rates  to  be  charged 
by  them,  and  to  create  a  tribunal  for  that  purpose.  It  is  true  the 
Public  Utility  Act  does  recognize  the  authority  of  municipalities  over 
public  service  corporations  within  its  boundaries  for  certain  purposes, 
but  not  in  the  matter  of  regulating  or  prescribing  rates  or  fares. 
That  power  is  vested  alone  in  the  PubUc  Service  Commission. 
"  'Now,  Portland,  or  the  people  of  Portland,  are  not  without  remedy 
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if  the  rate  charged  by  the  plaintiff  is  unreasonable  or  unjust.  They 
have  a  full  and  complete  remedy  by  application  to  the  tribunal 
created  by  the  state  for  the  purpose  of  determining  such  questions, 
and  which  is  provided  with  the  necessary  machinery  and  expert 
assistants  to  deal  with  the  subject  intelligently.' 
"The  Commission  agrees  with  the  above  reasoning." 

COURT  DECISIONS 
KANSAS 

244 — Rehearings  and  Appeal. 

Emporia  Telephone  Co.  v.  Public  Utilities  Commission  of  Kansas. 
Decision  of  the  Supreme  Court  of  Kansas.  January  8,  1916.  154 
Pacific  262. 

The  Kansas  Public  Utilities  Act  provided  that,  unless  the  Commission 
shall  otherwise  order,  no  utility  shall  collect  a  greater  compensation  than 
the  charge  fixed  in  the  lowest  schedules  of  rates  in  effect  on  January  1, 
1911.  The  Emporia  Telephone  Company  apphed  to  the  Commission 
to  increase  a  rate  of  $1  a  month  for  four-party  residence  telephones,  in 
effect  on  that  date,  to  $1.25  a  month  for  this  class  of  service.  The 
Commission  denied  the  application  and  the  company  appealed.  The 
lower  court  found  that  the  actual  cost  of  the  service  was  $1.25  a  month 
and  judgment  was  rendered  setting  aside  the  order  of  the  Board  and 
enjoining  interference  with  the  company  in  charging  the  advance  rate. 
From  this  decision  the  Commission  appealed. 

410— Cost  of  Service. 

The  Supreme  Court  holds  that  the  Commission's  finding  was  in  part 
based  on  a  mistaken  conclusion  of  law  and  that,  therefore,  it  was  not 
necessary  to  weigh  carefully  the  facts  in  support  of  the  Commission 
or  the  lower  court. 

"The  Commission  acted  upon  the  theory,  which  at  the  time  was 
regarded  as  a  settled  principle  of  rate-making,  that  the  sufficiency 
of  a  rate  charged  by  a  public  utility  should  be  governed  by  the  amount 
of  its  total  operating  revenues  and  total  legitimate  expenditures, 
and  that  the  vital  question  is  not  whether  the  rate  on  any  one  given 
class  of  service  is  compensatory.  Recent  decisions  of  the  Federal 
Supreme  Court,  however,  have  determined  that  the  question  whether 
a  rate  is  to  be  regarded  as  compensatory  depends  upon  its  relation 
to  the  cost  of  the  particular  service  rendered,  and  not  upon  the 
effect  of  the  entire  schedule  of  which  it  is  a  part,  as  applied  to  the 
business  as  a  whole.  Railroad  C.  v.  Utilities  Commission,  95 
Kan.  604,  148  Pac.  667.  If  in  any  circumstances  a  non-compensa- 
tory rate  may  be  enforced  as  to  a  specific  service,  by  reason  of  some 
controlling  consideration  of  public  policy,  the  furnishing  of  a  party 
line  telephone  is  not  of  such  a  peculiar  character  as  to  place  it  in 
the  exceptional  list." 
The  judgment  of  the  lower  court  setting  aside  the  order  of  the  Com- 
mission is  upheld.     The  Supreme  Court  finds,  however,  that  the  decree 
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of  the  lower  court  protecting  the  rate  of  $1.25,  until  action  by  the  Com- 
mission, is  open  to  interpretation  as  the  fixing  of  a  rate  for  the  future, 
a  matter  over  which  a  court  has  no  jurisdiction.  This  feature  of  the 
order  of  the  lower  court  is  modified  by  eliminating  the  injunction 
against  the  rate  of  $1.25  and  substituting  one  against  the  enforcement 
of  the  statute  fixing  the  rate  at  $1.00. 

"This  leaves  the  situation  much  the  same  as  though  a  new  utility 
had  been  created  since  the  1st  of  January,  1911.  The  statute  con- 
tinuing the  rate  that  was  then  in  force  could  not  apply,  and  the 
company  would  necessarily  fix  its  own  rate.  So  when  the  only 
rate  that  has  been  named  is  finally  determined  to  be  confiscatory, 
the  utility  must  decide  for  itself,  in  the  first  instance,  what  rate  shall 
be  charged.  Where  no  rate  is  fixed  by  the  Legislature,  either  direct 
or  through  the  intervention  of  a  commission,  the  carrier  or  utility 
names  a  rate  which  controls  unless  it  is  found  by  a  court  to  be  un- 
reasonable. Validity  of  Rate  Regulation,  Reeder,  p.  55,  note  14; 
4  R.  C.  L.  627,  note  7.  'But  for  this  act  (creating  the  Interstate 
Commerce  Commission)  it  would  be  unquestioned  that  the  carrier 
had  the  right  to  prescribe  its  tariff  of  rates  and  charges,  subject  to 
the  limitation  that  such  rates  and  charges  should  be  reasonable.' 
Interstate  Comm.  Commission  v.  Railway  Co.,  167  U.  S.  479,  504, 
17  Sup.  Ct.  896,  902  (42  L.  Ed.  243).  Here  there  were  only  two 
obstacles  that  prevented  the  telephone  company  from  establishing 
a  rate  for  itself.  One  was  the  statute  fixing  a  rate  of  $1;  the  other 
was  the  order  of  the  Commission  refusing  to  authorize  a  change 
in  this  rate — in  effect  adopting  or  establishing  it.  These  having 
been  removed,  the  company  was  left  free  to  take  the  initiative.  The 
modified  judgment  will  leave  the  telephone  company  without  any 
rate.  It  must  then  fix  the  rate  it  will  charge.  This  rate  will  be 
in  effect,  until  the  Public  Utilities  Commission  fixes  a  different 
rate.  The  rate  fixed  by  the  Commission  will  then  be  subject  to 
examination  by  the  courts,  and  may  be  set  aside.  This  rule  will 
confine  the  courts  to  the  exercise  of  their  proper  functions.  It  will 
leave  the  Public  Utilities  Commission  free  to  act  under  the  law,  and 
and  it  will  prevent  the  public  utility  from  being  compelled  to  render 
service  at  less  than  a  compensatory  rate.  After  the  courts  have 
held  invalid  the  act  of  the  Legislature  and  the  order  of  the  Public 
Utilities  Commission  establishing  a  rate,  there  is  no  rate,  and  the 
utility,  upon  fixing  a  rate,  cannot  be  convicted  of  having  estabhshed 
or  changed  the  rate  without  the  consent  of  the  Commission.  No 
conviction  can  be  had  until  the  Legislature  or  Commission  estab- 
lishes another  rate,  and  the  act  of  the  Legislature  or  order  of  the 
Public  Utilities  Commission  has  been  violated.  The  Public  Utili- 
ties Commission  is  left  as  free  to  act  in  any  matter  concerning  rates 
as  the  Legislature  would  be  after  an  act  passed  by  it  has  been  de- 
clared invalid.  It  is  under  no  restriction  in  that  regard.  If  it  should 
name  a  rate  of  even  a  less  amount  than  that  previously  established, 
its  action  would  control  unless  duly  set  aside  by  the  action  of  a 
court." 
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REFERENCES 
RATES 

622— Diversity  Factor. 

Central  Station  Demand  and  Diversity  Factors,  by  W.  T.  Ryan. 
Electrical  Age,  February,  1916,  p.  29,  3  pages. 

The  importance  of  taking  into  account  diversity  factor,  as  well  as  demand  factors 
and  load  factors,  in  making  up  a  system  of  charging  for  electrical  energy  is  dis- 
cussed. Data  from  the  study  of  demand  and  diversity  factors  in  Chicago  made  by 
Mr.  H.  B.  Gear,  and  data  compiled  by  the  writer  from  information  furnished  by 
a  number  of  companies  in  Minnesota  are  tabulated. 


INVESTMENT  AND  RETURN 

310— Valuation. 

A  Brief  on  Behalf  of  the  Union  Gas  and  Electric  Company  and  the 
Cincinnati  Gas  and  Electric  Company.     Pamphlet  97  pages. 

A  brief  for  the  company  has  been  filed  with  the  Ohio  Public  Utilities  Commis- 
sion in  the  matter  of  the  resolution  of  the  City  Council  of  the  City  of  Cincinnati 
for  an  appraisal  of  the  property  of  the  Cincinnati  Gas  and  Electric  Company. 

PUBLIC  SERVICE  REGULATION 

210 — Organization  of  Commissions. 

The  Development  and  Importance  of  an  Adequate  Engineering 
Department,  by  Walter  A.  Shaw,  Member  of  the  Illinois  Public 
Utilities  Commission.  Journal  of  the  Western  Society  of  Engineers, 
November,  1915,  p.  685,  8  pages. 

The  organization  and  work  of  the  Engineering  Department  of  the  Illinois  Com- 
mission is  discussed  and  the  opinion  is  expressed  that,  when  the  public  becomes 
more  familiar  with  the  duties  imposed  upon  a  state  regulatory  body  and  becomes 
better  informed  as  to  the  technical  problems  involved,  there  will  be  more  en- 
gineers appointed  upon  state  utilities  commissions  than  have  been  in  the  past. 

253 — Commission  Reports  of  Decisions. 

Illinois  Public  Utilities  Commission  Reports,  1914.  Vols.  I  and 
II,  1422  and  359  pages,  respectively. 

The  first  annual  report  of  the  Illinois  Public  Utilities  Commission  has  been  issued 
in  bound  form.  Volume  I  contains  a  summary  of  the  organization  and  work  of 
the  Commission  and  its  staff,  the  Commission's  orders  and  opinions  rendered 
during  the  year,  and  a  copy  of  the  Commission  Law  of  the  State.  Volume  II 
contains  statistics  for  transportation  companies  operating  within  the  state. 
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900— General. 

The  History  and  Purpose  of  Concentric  Wiring.  Electrical  World, 
February  5,  1916,  p.  317. 

An  abstract  is  given  of  an  address  by  R.  S.  Hale,  before  the  Western  Association 
of  Electrical  Inspectors,  Chicago,  January  25,  in  which  the  use  of  concentric  wiring 
in  Europe  and  its  adoption  in  this  country  was  discussed. 

113— Financing. 

Stability  of  Electric  Lighting  and  Power  Investments.  Editorial, 
Electrical  Age,  February,  1916,  p.  39. 

The  editorial  points  out  the  fact  that  there  are  few  classes  of  investments  that 
are  comparable  to  electric  light  and  power  for  stable  and  constantly  growing 
earnings.  It  is  stated  that,  measured  by  proportions  of  investment  in  the  hands 
or  receivers,  former  figures  have  shown  that  for  every  $100  in  securities  outstand- 
ing, the  amounts  in  receivership  are:  national  banks,  $0.32;  electric  light  and 
power  properties,  $0.37;  railroads,  $1.87;  and  industrials,  $2.04.  Late  figures 
would  undoubtedly  show  an  increase  in  the  proportionate  safety  of  electric  utili- 
ties. Last  year  the  earnings  of  the  four  classes  showed:  banking  increase,  6.2%; 
electric  light  and  power  properties  increase,  4.9%;  railroads  decrease,  4.6%;  and 
industrials  decrease,  18.9%. 

900— General. 

Concentration  of  Control  of  Public  Utilities.  Electrical  World, 
February  5,  1916,  p.  302,  8  pages. 

An  abstract  is  given  of  the  report  on  the  water  power  situation  which  was  sub- 
mitted to  the  Senate  on  January  20  by  the  Secretary  of  Agriculture  and  which 
presents  the  results  of  the  investigation  made  by  the  Forest  Service  during  the 
last  year.  Tables  are  reprinted  from  the  report  showing  the  extent  of  the  control 
by  central  station  companies  of  the  water  power,  the  interrelation  of  the  various 
electric  corporations  through  common  directors  or  principal  officers,  and  the  re- 
lation through  common  directors  of  certain  banking  corporations  to  the  electric 
power  holding  companies.  The  report  says  that  these  data  show  "a  marked 
tendency  toward  association  or  community  of  interests,  particularly  between  the 
principal  holding  companies." 

900— General. 

Control  of  Developed  Power  in  the  United  States.  Electrical 
World,  February  12,  1916,  p.  362.     3  pages. 

In  this  article,  a  study  of  the  government  water-power  report  is  continued  from 
the  account  given  in  last  week's  issue  of  the  Electrical  World,  noted  above. 

The  report  shows  what  proportion  of  the  total  power,  developed  by  municipalities 
and  by  public  service  corporations,  is  controlled  by  a  limited  number  of  corpora- 
tions. The  article  contains  brief  resumes  for  each  state  taken  from  the  report 
and  purporting  to  show  the  extent  to  which  the  movement  toward  concentration 
of  control  has  progressed. 

The  report  is  also  the  subject  of  an  editorial  "The  Enigma  of  Monopoly,"  p.  353. 
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RATES 
SPRINGFIELD,  MISSOURI 

720— Rate  Schedules. 

Springfield  Gas  and  Electric  Company,  Springfield,  Missouri, 
(pop.  35,207).  Rate  Case  Settled  by  Compromise  Under  Date  of  Feb- 
ruary 7,  1916. 

A  compromise  agreement  in  settlement  of  the  electric  rates  contro- 
versy has  been  dra^vn  up  and  signed  by  the  attorney  for  the  complainants 
and  the  representatives  of  the  company.  The  suit  pending  in  the 
United  States  District  Court  is  to  be  dismissed  through  a  clause  in  the 
agreement. 

The  history  of  the  case  may  be  reviewed  in  Rate  Research  as  follows: 

The  decision  and  order  prescribing  rates  was  reported  in  5  Rate  Research 
211.  The  Commission  denied  the  company's  application  for  rehearing, 
5  Rate  Research  307.  A  temporary  injunction  restraining  the  enforce- 
ment of  the  Commission's  order  was  granted  by  the  United  States 
district  court.  The  decision  of  the  court  was  reported  in  7  Rate 
Research  259. 

With  the  adoption  of  the  rates  prescribed  in  the  compromise  stipulation, 
the  company  waives  and  discharges  all  claims  for  undercharge  now 
carried  on  the  books  of  the  company  against  consumers,  pending  the 
final  hearing  in  the  case;  and  all  rights  to  claims  for  overcharge  that  any 
and  all  consumers  might  have  under  the  conditions  named  in  the  in- 
junction bond  in  the  United  States  Court  (7  Rate  Research  261)  are 
likewise  waived  and  discharged. 

The  agreement  as  signed  by  the  parties  has  been  approved  by  the 
Commission.  The  only  change  made  in  the  rates,  provided  therein, 
was  in  the  minimum  charge  for  residence  lighting.  A  minimum  charge 
of  $1.00  was  provided  in  the  schedule  for  this  class  of  service  and  the 
Commission  changed  this  minimum  to  75  cents,  and  the  change  was 
accepted  by  the  company.  The  rates  made  effective  by  this  final 
settlement  of  the  case  are  as  follows: 

Editorial  Note — ^AU  indented  matter  is  direct  quotation. 
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jj^^g  RESIDENCE  METER  RATES. 

Primary  Rate. 

9  cents  per  kilowatt-hour. 

Secondary  Rate. 

6  cents  per  kilowatt-hour. 

Active  Room  Basis  for  Charging. 

For  a  4  room  residence  or  smaller  the  first  16  kilowatt-hours  will  be  charged  at 

9  cents. 
For   5  room  residences  the  first  18  k 


lowatt-hours  will  be  charged  for  at  9  cents. 
For  6  room  residences  the  first  20  kilowatt-hours  will  be  charged  for  at  9  cents. 
For  7  room  residences  the  first  22  k:'" 
For  8  room  residences  the  first  24  k 
For   9  room  residences  the  first  26  k 


lowatt-hours  will  be  charged  for  at  9  cents. 

lowatt-hours  will  be  charged  for  at  9  cents. 

lowatt-hours  will  be  charged  for  at  9  cents. 
For  10  room  residences  the  first  28  kilowatt-hours  will  be  charged  for  at  9  cents. 
(Cellars,  attics,  bath  rooms,  closets  and  porches  will  not  be  counted  as  rooms.) 
Every  additional  room,  if  it  is  larger  than  100  square  feet,  will  add  two  more 
kilowatt-hours  to  those  charged  for  at  9  cents  per  kilowatt-hour.  All  elec- 
tricity used  per  month  in  addition  to  the  above  amounts  will  be  charged  for 
at  the  secondary  rate  of  6  cents  per  kilowatt-hour. 

Prompt  Pasrment  Discount. 

5  per  cent  for  payment  within  10  days.  i 

Minimum  Charge. 

$1.00  per  month  per  meter. 

Lamp  Service. 

Free  renewals  of  lamps  of  60  watt  capacity  or  over. 

Future  Reductions. 

The  company  agrees  to  reduce  the  primary  rate  in  the  above  schedule  from  9 
cents  to  8  cents  to  be  made  effective  with  the  January  billing  in  1917. 

^^^  COOKING  AND  HEATING  RATE. 

3  cents  per  kilowatt-hour. 

Prompt  Payment  Discount. 

5  per  cent  for  payment  wuthin  10  days. 

Minimum  Charge. 

$2.00  per  month  per  meter. 

Terms  and  Conditions. 

Energy  for  cooking  and  heating  under  this  rate  is  to  be  separately  metered, 
meter  to  be  installed  by  the  company  free  of  charge. 

LARGE  LIGHT  METER  RATES. 

This  is  an  optional  rate  available  to  business  houses  for  lighting  if  they  prefer  a 
quantity  basis  rate  to  the  "hour  use"  basis  rate  in  effect. 

Rate. 

8  cents  per  kilowatt-hour  for  the  first     100  kilowatt-hours  used  per  month. 
7  cents  per  kilowatt-hour  for  the  next     100  kilowatt-hours  used  per  month. 

6  cents  per  kilowatt-hour  for  the  next     200  kilowatt-hours  used  per  month. 
5  cents  per  kilowatt-hour  for  the  next     200  kilowatt-hours  used  per  month. 

4  cents  per  kilowatt-hour  for  the  next  1,400  kilowatt-hours  used  per  month. 
3  cents  per  kilowatt-hour  for  all  over  2,000  kilowatt-hours  used  per  month. 
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Prompt  Payment  Discount. 

5  per  cent  discount  for  payment  within  10  days. 

Minimum  Charge. 

.$1.00  per  kilowatt  of  capacity  connected  per  month. 

LARGE  LIGHT  AND  POWER  RATES. 
Rate. 

Demand  Charge. 

$2.00  per  kilowatt  of  demand  for  the  first  10  kilowatts, 
$1.75  per  kilowatt  of  demand  for  the  next  40  kilowatts, 
$1.50  per  kilowatt  of  demand  for  the  next  50  kilowatts, 
$1.25  per  kilowatt  of  demand  for  the  next  100  kilowatts, 
$1.00  per  kilowatt  of  demand  for  all  over  200  kilowatts,  plus  an 

Energy  Charge  of 

$3.20  per  kilowatt-hour  for  the  first  1,000  kilowatt-hours. 
$2.40  per  kilowatt-hour  for  the  next  .3,000  kilowatt-hours. 
$1.60  per  kilowatt-hour  for  the  next  6,000  kilowatt-hours. 
$1.25  per  kilowatt-hour  for  the  next  40,000  kilowatt-hours. 
$1.00  per  kilowatt-hour  for  all  over  50,000  kilowatt-hours. 

Prompt  Payment  Discount. 

5  per  cent  discoimt  for  payment  within  10  days. 

Minimum  Charge. 

Minimum  bill  per  month  equal  to  demand  charge. 

POWER  RATES. 

Power,  alternating  current  60  cycle,  220  volts. 

Rate. 

6  cents  per  kilowatt-hour  for  the  first     200  kilowatt-hours  used  per  month. 
5    cents  per  kilowatt-hour  for  the  next     200  kilowatt-hours  used  per  month. 

4  cents  per  kilowatt-hour  for  the  next     400  kilowatt-hours  used  per  month. 
3    cents  per  kilowatt-hour  for  the  next     400  kilowatt-hours  used  per  month. 

2  cents  per  kilowatt-hour  for  the  next  2,800  kilowatt-hours  used  per  month. 
If  cents  per  kilowatt-hour  for  all  over  4,000  kilowatt-hours  used  per  month. 

Optional  Rate. 

3  cents  per  kilowatt-hour  for  the  first  50  kilowatt-hours  per  month  per  horse- 
power connected. 

2h  cents  per  kilowatt-hour  for  the  next  50  kilowatt-hours  per  month  per  horse- 
power connected. 

I5  cents  per  kilowatt-hour  for  all  over  100  kilowatt-hours  per  month  per  horse- 
power connected. 

Prompt  Pa3rment  Discount. 

5  per  cent  discount  for  payment  within  ten  days. 

Minimum  Charge. 

$1.00  per  horse-power  connected,  per  month. 

Other  rates  are  provided  as  follows:  rate  applying  to  churches,  theatres  and  halls 
where  the  use  is  seasonal  or  intermittent;  rates  for  electric  battery  charging;  flat 
rate  for  sign  and  window  lighting;  rate  for  power  where  customer  furnishes  trans- 
former; power  rate  where  service  is  entirely  dependent  upon  the  hydro  electric 
service;  rate  for  direct  current  power  service,  and  rates  for  street  lighting  service. 
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COMMISSION  DECISIONS 
NEW  YORK 

300— Investment  and  Return. 

Edwards  et  al.  v.  Glen  Telephone  Company,  Complaint  as  to  Rates 
for  Telephone  Service.  Decision  of  the  New  York  Public  Service 
Commission  (2  D.),  Ordering  the  Company  to  Prepare  New  Schedules 
to  be  Submitted  to  the  Commission  for  Approval.     December  30,  1915. 

The  Commission  made  a  valuation  of  the  company's  property, 
investigated  past  earnings  and  expenses  and  the  present  operating  con- 
ditions, and  found  it  would  not  be  justified  in  ordering  a  return  to  lower 
rates  previously  in  effect  or  the  abolishment  of  certain  toll  charges 
which  changes  were  desired  by  the  complainants.  The  Commission 
found,  however,  that  the  present  schedules  did  not  meet  the  require- 
ments, and  the  respondent  is  ordered  to  prepare  schedules  and  submit 
them  to  the  Commission  for  approval.  The  Commission  adds  that  the 
rates  so  approved  "should  remain  in  force  for  a  period  of  three  years 
unless  otherwise  modified  by  an  order  of  this  Commission." 

310— Valuation. 

The  company  had  an  inventory  made  of  its  property  and  an  estimate 
of  the  reproduction  value  of  its  property.  These  figures  were  checked 
by  the  Commission's  engineers. 

311.1— Original  Cost. 

Beside  the  figures  for  the  reproduction  value,  the  Commission  also 
considered  the  fixed  capital  and  working  capital  as  shown  by  the  com- 
pany's books.     The  opinion  says: 

"The  respondent  contends  that  we  are  not  to  seriously  regard  the 
book  values  of  the  respondent  in  a  rate  case,  but  that  we  should 
rely  upon  the  reproduction  value  df  the  property.  If  the  books  of 
the  company  have  been  carefully  kept  and  show  all  the  expenditures 
which  it  has  made  from  the  time  it  began  business,  what  better 
evidence  is  there  of  the  moneys  which  it  has  spent  in  building  up 
its  business?  Are  not  the  actual  figures  in  such  a  case  better  than 
any  figures  based  upon  theory?  Is  the  company  to  be  given  the 
benefit  of  a  highly  inflated  value  upon  its  property  merely  because 
such  a  value  can  be  worked  out  upon  the  theory  of  a  reproduction 
value  regardless  of  what  money  has  been  actually  invested  in  the 
property?  The  only  answer  to  this  proposition,  in  all  fairness  to 
the  company  as  well  as  the  public,  is  that  unless  it  can  be  shown 
that  the  reproduction  value  is  the  one  which  should  prevail,  the 
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book  value  must  be  a  prominent  factor  in  determining  the  invest- 
ment of  the  company  upon  which  the  rates  are  to  be  founded,  due 
regard  being  had  to  the  other  questions  which  the  courts  have 
decided  must  be  considered  in  rate  cases.  To  say  that  a  company 
is  to  be  permitted  to  include  all  kinds  of  theoretical  expenses  which 
might  be  incurred  in  the  reproduction  of  its  plant  for  the  purpose 
of  determining  the  amount  upon  which  rates  are  to  be  based,  when 
in  fact  no  such  expenses  have  ever  been  incurred  and  the  company 
has  kept  a  reasonably  accurate  account  of  all  its  fixed  capital  expend- 
itures, is  neither  fair  to  the  company  nor  the  public  and  ought  not  to 
be  sanctioned.     .     .     . 

314.8— Deficit  in  Early  Earnings. 

"This  is  the  first  case  before  the  Commission  in  which  detailed  proof 
has  been  attempted  by  a  respondent  company  to  show  a  deficiency 
in  past  years  and  for  the  allowance  of  a  certain  amount  therefor  in 
determining  what  rate  should  be  allowed  in  order  to  give  a  fair 
return  to  the  company.  The  proof  so  presented  is  upon  the  theory 
that  for  every  dollar  invested  in  the  property  the  company  has  a 
prescriptive  right  in  the  nature  of  a  public  guaranty  that  it  shall  at 
all  times  and  under  all  conditions  of  traffic,  growth  of  business,  errors 
of  or  efficiency  of  managment,  and  sound  or  unsound  financial 
policy,  be  entitled  in  the  fixing  and  continuance  of  its  charges  against 
the  public  to  a  determined  return  (8  per  cent  here  claimed),  including 
interest  on  losses  from  less  than  that  return  to  date  of  the  calcula- 
tions. Indeed,  there  is  a  suggestion  that  instead  of  simple  interest 
upon  yearly  accruals  there  should  be  allowed  compound  interest 
upon  such  yearly  accruals.  The  purpose  of  the  respondent  in  showing 
that  there  had  been  a  deficiency  of  return  in  this  case  was  not  similar 
to  the  usual  condition  where  the  stockholders  have  failed  to  receive 
any  substantial  return  on  their  investment,  but  on  the  contrary  was 
for  the  purpose  of  showing  that  the  company  had  not  received  a 
suflEicient  return  in  order  to  enable  it  to  set  aside  a  proper  amount 
annually  for  the  depreciation  of  its  property. 

"This  claim  for  deficiency  of  return  in  past  years  is  based  upon  the 
ruling  of  the  Court  of  Appeals  in  the  Kings  County  Lighting  Com- 
pany case,  210  N.  Y.,  479.  (5  Rate  Research  19.)  A  rate  of 
return  upon  the  property  first  brought  into  service  and  during  the 
development  period  may  be  expected  to  be  reasonably  low.  Pro- 
tection against  absolute  loss  during  such  period  would  be  in  itself  a 
reasonable  guaranty.  If  the  company  received  a  fair  return  from 
the  beginning  of  its  operations  and  in  later  years  it  earned  more  than 
a  fair  return  on  its  investment,  these  facts  must  be  taken  into  con- 
sideration in  determining  whether  or  not  the  company  has  been 
compensated  for  any  deficiency  in  returns  during  its  early  years. 
At  the  same  time,  consideration  must  be  given  to  the  question  as 
to  whether  or  not  the  claimed  deficiency  in  early  years  was  in  whole 
or  in  part  due  to  errors  in  rate  making,  investment  in  unproductive 
real  estate  or  installation  of  facilities,   unprofitable  extensions  of 
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service,  inexperienced  and  improvident  management,  errors  in 
financing,  improper  accounting,  payment  of  unwarranted  dividends 
instead  of  setting  up  necessary  reserves,  and  other  conditions  which 
may  have  resulted  in  the  failure  of  the  company  to  earn  proper 
returns  on  the  investment  in  the  early  years  of  its  operations." 

In  this  connection  the  Commission  points  out  that  the  rates  put  in 
effect  by  the  company,  upon  beginning  operation,  were  low  and  that 
some  free  service  was  offered,  and  says,  "The  fact  is,  these  rates  were 
given  for  the  purpose  of  obtaining  the  business  of  a  competitor." 

The  early  management  is  criticized  as  follows: 

"Due  to  improper  methods  of  accounting,  there  has  been  failure  to 
maintain  a  proper  depreciation  reserve,  with  such  loss  to  the  com- 
pany as  results  from  deferred  replacements  and  from  small  resources 
after  payment  of  large  dividends.  Deferred  full  maintenance  and 
replacement  are  always  much  more  expensive  than  immediate  full 
maintenance  and  prompt  replacement  when  such  action  is  fairly 
indicated.  This  made  the  financial  conditions  always  rigid  instead 
of  flexible  and  left  the  company  more  or  less  hard  up,  while  its 
stockholders  received  high  returns.  The  company  was  undoubtedly 
prejudiced  because  its  managers  lacked  experience  in  the  telephone 
business." 

The  Commission  concludes  that  this  case  is  the  antithesis  of  the  Kings 
County  case,  where  deferred  dividends  and  early  losses  were  distinctly 
shown.  In  the  present  case,  there  was  enough  income  during  the  past 
sixteen  years  to  pay  interest  on  bonds  and  other  interest  deductions 
and  an  average  each  year  of  8.551  per  cent  on  stock  sold  for  property 
or  cash,  after  allowing  for  full  depreciation. 

"We  have  given  much  space  in  this  opinion  to  the  matter  of  deficiency 
of  return  in  view  of  the  large  claim  insisted  upon  by  the  respondent, 
and  which  is  relied  upon  by  it  to  offset  the  estimated  depreciation 
of  the  property  as  determined  by  its  engineer  and  by  our  engineer. 
It  is  apparent  to  us,  that  notwithstanding  respondent's  claim,  this 
company  would,  if  it  had  instituted  proper  accounting  from  the 
start  of  its  business  and  had  maintained  sufficient  depreciation 
reserve,  instead  of  declaring  large  cash  and  stock  dividends  and  so 
crippling  its  surplus,  be  in  the  position  today  of  having  kept  up  its 
property  or  fully  providing  therefor.  It  might  also,  by  the  use  of 
that  depreciation  reserve  immediately  as  occasions  arose,  have  been 
able  to  effect  such  economies  in  its  operations  as  would  have  given 
it  more  than  6  per  cent,  and  probably  more  than  7  per  cent,  upon 
all  of  its  investment.  Particularly  is  this  true  if  the -company  had 
charged  proper  rates  in  the  early  years  of  its  operations.  Respond- 
ent's main  and  probably  sole  basis  for  claimed  deficiency  of  return 
is  based  upon  the  extent  to  which  it  has  permitted  its  property  to 
depreciate  and  the  low  rates  in  force  during  the  early  years  of  its 
operations.  It  does  not  rest  upon  full  maintenance  of  the  property, 
including  a  depreciation  reserve  and  a  showing  of  actual  losses, 
despite  good  management  in  investment,  financing  and  operation. 
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It  does  rest  upon  its  confessed  errors  in  the  past.  It  is  beyond  the 
power  of  human  computation  to  ascertain  upon  any  theory  what,  if 
any,  losses  it  would  have  been  subjected  to  if  it  had  not  made  such 
mistakes.  Moreover,  respondent's  figures  are  not  confined  to  Johns- 
town and.  Gloversville,  its  profitable  territory  of  dense  operation, 
but  they  cover  its  entire  investment  and  field,  and  its  claim  involves 
allowance  of  an  8  per  cent  return  for  each  year  of  its  operation,  with 
interest  on  deferred  returns  at  that  rate  upon  its  investment  in  its 
sparsely  settled  territory  for  all  of  that  time,  as  well  as  upon  that 
which  relates  to  Johnstown  and  Gloversville.  It  is  further  to  be 
considered  that  a  fair  return  on  property  during  its  construction 
and  extension  period,  which  involves  a  waiting  investment,  may  well 
be  less  as  to  the  rate  of  return  than  the  fair  return  upon  the  property 
to  be  estimated  after  that  period  has  fully  passed  and  the  operations 
as  well  as  the  construction  have  become  substantially  fixed.  We 
have  endeavored  to  set  forth  some  of  the  viewpoints  upon  this 
question  of  deficiency  of  return,  and  our  conclusion  is,  giving  fair 
weight  to  all  of  the  various  elements,  that  respondent's  claim  for 
deficiency  of  return  is  untenable  and  should  not  be  allowed;  but  that 
on  the  other  hand,  we  should  make  such  allowance  as  will  be  fair, 
taking  into  consideration  all  the  facts  in  the  case." 

Regarding  the  period  in  which  the  Commission  finds  that  the  manage- 
ment paid  out  all  of  the  surplus  earnings  in  the  form  of  cash  and  stock 
dividends,  instead  of  setting  up  proper  reserves,  the  opinion  says: 

"This  is  one  of  the  cases  where  the  stockholders  have  attempted 
during  those  years  to  get  a  substantial  return  on  their  investment, 
regardless  of  the  future  welfare  of  the  corporation.     .     .     . 
"Upon  that  basis  it  seems  fair  that  the  stockholders  should  eventually 
provide  for  this  deficiency  rather  than  the  public.     This  can  be  done 
in  any  way  which  may  suit  the  stockholders,  either  by  contributing 
new  capital  for  replacements  or  by  decreasing  their  rate  of  dividends 
for  a  period  of  years  and  devoting  a  portion  of  the  surplus  toward 
the  creation  of  this  reserve.     In  view  of  the  past  history  of  the  com- 
pany, it  would  not  seem  as  though  this  was  an  unreasonable  thing 
to  expect  of  the  stockholders  or  that  they  would  be  unfairly  treated 
by  requiring  this  to  be  done." 
Beginning  with  the  year  1909,  it  is  apparent  that  the  company  realized 
that  it  was  not  husbanding  its  resources,  because  it  then  commenced 
to  set  up  a  substantial  amount  for  a  depreciation  reserve  and  continued 
so  to  do  each  year  to  and  including  the  year  1914.     For  this  period, 
the  Commission  recognizes  the  justice  of  the  company's  claim  for  an 
"allowance  of  deficiency  of  returns  necessary  to  provide  for  deprecia- 
tion." 
314.1 — Promotion. 

The  company  in  its  brief  also  claimed  an  allowance  for  "intangibles 
representing  organization  and  promotion."     The  Commission  says: 
"It  is  not  a  situation  where  people  who  were  not  financially  interested 
put  in  their  time  and  money  for  the  purpose  of  developing  an  enter- 
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prise  against  tremendous  odds  and  made  a  pronounced  success. 
Nothing  connected  with  the  development  of  this  organization  shows 
that  it  derived  any  substantial  benefit  from  the  manner  in  which  it 
was  promoted  and  so  far  as  the  financial  part  is  concerned,  it  appears 
in  the  evidence  that  the  company  paid  good  rates  of  interest  on  all 
of  the  money  which  it  borrowed  from  others  to  put  into  the  enter- 
prise. There  is  no  evidence  that  by  reason  of  the  ingenuity  and 
ability  of  its  promoters,  large  savings  were  effected  in  the  sale  of 
securities  or  in  the  borrowing  of  money.  We  therefore  conclude  that 
the  company  is  not  entitled  to  an  allowance  for  promotion  expenses, 
as  claimed  by  it." 

340— Rate  of  Return. 

The  figures  for  the  year  1914  show  that  the  company  earned  a  return 
on  investment  of  6.75  per  cent.  The  Commission  says  that  this  return 
would  enable  the  company  to  pay  8  per  cent  on  outstanding  capital 
stock,  aft^r  paying  6  per  cent  on  its  outstanding  bonds,  and  still  leave 
a  substantial  amount  for  surplus  and  contingencies  and  concludes: 

"In  view  of  this  showing,  we  believe  that  the  company  was  justified 
in  attempting  to  obtain  more  revenue  by  increasing  its  rates  in  Johns- 
town and  Gloversville.     .     .     . 

"It  must  be  borne  in  mind  that  in  order  to  give  proper  and  satis- 
factory service  a  company  must  receive  sufficient  revenue  to  meet 
the  demands  made  upon  it.  If  it  fails  in  this  respect,  someone  must 
suffer;  it  may  be  the  stockholders  and  it  may  be  the  public.  This 
should  not  be  the  case.  Both  should  be  properly  provided  for;  the 
public  by  having  good  service,  and  the  stockholder  by  having  a  fair 
return  upon  his  investment.  To  meet  this  situation  the  company 
should  obtain  sufficient  revenue  to  compensate  it  for  the  service  it 
is  required  to  give  and  for  the  use  of  its  property.  It  is  only  in  this 
way  that  the  community  can  have  a  prosperous  public  service  com- 
pany in  its  midst,  which  is  always  much  more  to  be  desired  than  one 
which  is  continually  in  financial  difficulties.  Continuing  this  argu- 
ment further,  it  must  also  be  borne  in  mind  that  public  service 
corporations  continually  require  new  capital  to  take  care  of  the 
increase  in  their  business  and  to  enable  them  to  take  advantage  of 
all  improvements  which  may  be  secured  to  enable  them  to  better 
their  service  to  the  public.  The  improvement  in  service  is  com- 
pulsory and  made  necessarj-  by  the  demands  of  the  public,  which 
are  becoming  more  and  more  exacting  as  time  goes  on.  Unless  the 
company  is  able  to  earn  a  reasonable  return  on  its  permanent  invest- 
ment and  also  upon  the  new  capital  which  it  requires;  there  will  be 
no  inducement  for  the  stockholders  to  increase  their  investment  in 
the  company,  and  when  this  happens  the  financial  burdens  of  the 
company  commence  to  be  onerous  because  of  the  fact  that  those 
vitally  interested  in  the  enterprise  hesitate  to  support  it  with  their 
financial  assistance.  Such  a  situation  can  very  readily  develop 
when  there  is  not  a  clear  and  full  understanding  of  the  real  financial 
needs  of  a  corporation.     It  is  far  better  for  the  community  to  j-ield 
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a  slightly  larger  return  to  the  company  than  it  may  be  exactly 
entitled  to  in  order  that  it  may  remain  prosperous  and  furnish  the 
service  which  the  public  should  have  and  be  a  credit  to  that  com- 
munity, rather  than  to  have  a  corporation  in  financial  distress 
because  those  whom  it  serves  are  unwilling  to  allow  it  to  have  a 
liberal  remuneration  for  its  service  and  at  the  same  time  also  make 
those  who  have  invested  their  money  in  the  public  service  suffer  for 
their  temerity  in  so  doing." 

351— Expense. 

In  regard  to  taking  care  of  the  expense  of  preparing  the  case  before rthe 
Commission,  the  opinion  says: 

"We  hardly  feel  that  the  company  is  justified  in  charging  up  to  its 
operating  expenses  in  one  or  two  years  the  expenses  incurred  in  a 
rate  case.  These  are  extraordinary  expenses  and  ought  to  be  spread 
over  a  period  so  that  the  earnings  of  the  company  available  for 
interest  dividends  and  contingencies  would  not  be  unduly  affected," 


DISTRICT  OF  COLUMBIA 

340— Rate  of  Return. 

Terminal  Taxicab  Company,  AppUcation  for  Authority  to  Amend 
Rates.  Ruling  of  the  Public  Utilities  Commission  of  the  District 
OF  Columbia,  Granting  the  Application.     February  16,  1916. 

The  company  asked  for  authority  to  reduce  rates.  From  a  memoran- 
dum showing  the  company's  earnings,  the  Commission  finds  that  the 
present  rates  yield  a  return  of  14.1  per  cent  and  rates  are  ordered  which, 
it  is  estimated,  will  yield  a  10  per  cent  return. 

"Due  to  the  fact  that  the  taxicab  business  is  comparatively  new 
and  its  future  therefore  not  so  certain  as  older  classes  of  public  service, 
and  due  to  the  further  fact  that  the  records  show  that  it  is  subject 
to  wide  variations  in  volume  of  business,  resulting  from  financial 
and  other  conditions,  the  Commission  is  of  the  opinion  that  ten  per 
cent  is  a  fair  and  reasonable  rate  of  return  for  this  class  of  business." 


ILLINOIS 

112.5— Ordinance  Rates. 

Polo  Mutual  Telephone  Company,  Application  for  Authority  to 
Change  Rates.  Decision  of  the  Illinois  Pltjlic  Utilities  Com- 
mission, Granting  an  Increase  in  Rates.     December  23,  1915. 

The  telephone  company's  application  for  an  increase  in  rates  was 
opposed  by  the  city  representatives  on  the  ground  that  the  company's 
franchise  fixing  rates  could  not  be  interfered  with  by  the  Commission. 
The  Commission  concludes  that  it  is  not  bound  bv  this  so-called  con- 
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tract  between  the  city  and  the  company,  and  discusses  the  point  in 

question  as  follows: 

''It  is  a  well  established  principle  in  law  that  the  legislative  branch 
of  the  government  is  invested  with  power  to  regulate  private  prop- 
erty which  is  devoted  to  public  use.  Munn  v.  Illinois,  94  U.  S. 
113,  130,  24  L.  Ed.  77;  Spring  Valley  v.  Schottler,  110  U.  S.  347, 
4  Sup.  Ct.  48,  28  L.  Ed.  173;  Michigan  Central  Railroad  Company 
V.  Michigan  Railroad  Commission,  236  U.  S.  615,  35  Sup.  Ct.  422, 
P.  U.  R.  1915,  c,  263;  State  ex  rel.  v.  Bell  Telephone  Company, 
23  Fed.  539;  Griffin  v.  Goldsboro  Water  Company,  122  N.  C.  206, 
30  S.  E.  319,  41  L.  R.  A.  240;  Pond,  Pubhc  Utilities,  Section  191. 
This  includes  the  power  to  regulate  rates  to  be  charged  by  a  cor- 
poration entrusted  with  a  franchise  of  a  public  utility  character  for 
service,  subject,  however,  to  the  limitation  that  the  return  must 
admit  of  a  fair  profit  on  the  investment  in  order  that  the  exercise 
of  the  power  may  not  amount  to  taking  of  property  for  public  use 
without  due  compensation  (The  Minnesota  Rate  Cases,  230  U.  S. 
352,  433). 

''The  power  of  regulation  is  within  the  sovereign  power  of  the  state 
that  grants  the  franchise  or  that  suffers  it  to  be  exercised  within  its 
borders,  unless  forbidden  by  the  state  constitution.  State  ex  rel. 
V.  Missouri  and  Kansas  Telephone  Company,  189  Mo.  83,  100,  88 
S.  W.  41;  Danville  v.  Danville  Water  Company,  180  111.,  235,  54 
N.  E.  224;  Bluefield  Water  Works  and  Improvement  Company  v. 
Bluefield  69  W.  Va.  1,70  S.  E.  772,  33  L.  R.  A.  (N.  S.)  759;  Madi- 
son V.  Madison  Gas  and  Electric  Company,  129  Wis.  249,  264,  108 
N.  W.  65,  116  Am.  St.  Rep.  944. 

"The  subject  of  the  regulation  of  rates  and  charges  of  public  service 
companies,  as  in  this  case  a  telephone  company,  being  thus  regarded 
in  our  legal  system  as  essentially  a  governmental  function,  primarily 
within  the  exclusive  jurisdiction  of  the  state  as  the  parens  patriae 
of  all  residing  and  being  therein,  may  be  exercised  by  such  sovereign 
authority,  either  directly  by  the  state  legislative  department,  or 
the  state  may  in  due  manner  authorize  it  to  be  exercised  by  public 
functionaries  legally  created  by  the  state,  whether  such  functionaries 
assume  the  form  and  name  of  commissions  or  commissioners  (State 
ex  rel.  v.  Public  Service  Commission  (Mo.)  168  S.  W.  1156;  Saratoga 
Springs  v.  Saratoga  Gas,  Electric  Light  and  Power  Company,  107 
N.  Y.  S.  341,  122  App.  Div.  203;  State  ex  rel.  v.  Wyandotte  County 
Gas  Company,  88  Kans.  165,  affirmed  231  U.  S.  622);  or  cities,  towns 
or  municipal  corporations.  State  ex  rel.  v.  Missouri  and  Kansas 
Telephone  Company,  189  Mo.  83,  99,  100,  88  S.  W.  41;  St.  Louis 
V.  Bell  Telephone  Company,  96  Mo.  623,  627,  628;  Home  Telephone 
and  Telegraph  Company  v.  Los  Angeles,  211  U.  S.  265,  271;  Mc- 
Quillan, Municipal  Corporations  4  Section  1735.  In  the  latter 
instance  the  Commission  or  public  corporation  acts  in  the  exercise 
of  the  power  simply  as  the  agent  of  the  State. 

"It  is  conceded  by  counsel  in  this  case  that  cities  and  villages  in 
the  State  of  Illinois  do  not  possess  legislative  power  to  prescribe 
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and  fix  reasonable  maximum  telephone  rates.  It  is  contended, 
however,  that  such  rates  can  be  fixed  and  established  by  a  contract 
entered  into  between  a  city  and  a  telephone  company,  and  that 
when  so  established  such  rates  cannot  be  changed  by  this  Com- 
mission. In  other  words,  the  contention  appears  to  be  that  cities 
and  villages  in  this  State  have  the  right  to  contract  with  public 
utilities  in  regard  to  the  rates  to  be  charged  by  such  utilities  and 
that  when  such  contracts  have  been  made  they  are  binding  upon 
the  State. 

"The  law  is  well  settled  that  Congress  or  a  state  legislature,  within 
their  respective  jurisdictions,  has  power  to  regulate  common  carriers 
and  other  public  utilities,  and  that  such  power  cannot  be  destroyed 
or  limited  because  the  regulation  may  to  some  extent  affect  the 
power  to  contract,  or  even  existing  contracts.  In  other  words, 
that  one  whose  rights,  such  as  they  are,  are  subject  to  state  regula- 
tion, cannot  remove  them  from  the  power  of  the  state  by  making 
a  contract  concerning  them.  Louisville  and  Nashville  Railroad 
Company  v.  Mottley,  219  U.  S.  467;  Hudson  County  Water  Com- 
pany V.  McCarter  209  U.  S.  349,  357. 

"It  is  contended,  however,  that  a  different  rule  applies  in  this  case 
because  the  contract  in  question  is  with  a  municipality.  If  this 
contention  is  correct,  the  state's  power  of  public  utility  regulation 
depends  upon  the  character  of  the  customer  with  whom  the  utility 
has  contracted.  The  courts  have  repeatedly  held  that  unless  there 
has  been  an  express  delegation  of  the  power  to  a  municipality  to 
regulate  rates,  the  power  remains  vested  in  the  state,  which  can 
exercise  it  at  such  times  and  to  such  an  extent  as  it  may  find  nec- 
essary. Home  Telephone  and  Telegraph  Company  v.  Los  Angeles, 
211  U.  S.  265. 

"If  it  be  contended  that  the  so-called  contract  entered  into  between 
the  City  of  Polo  and  the  telephone  company  in  this  case  was  valid 
when  made,  it  cannot  be  said  that  such  a  contract  stands  on  any 
different  or  higher  basis  than  one  made  by  an  individual  or  a  private 
corporation  with  a  public  utility  for  the  service  or  products  of  the 
latter.  As  we  have  stated  above,  such  contracts  must  be  presumed 
to  have  been  subject  to  the  continuing  governmental  power  of  the 
state  to  regulate  and  supervise  all  such  agreements.  Home  Tele- 
phone and  Telegraph  Company  case  supra.  City  of  Manitowoc  v. 
Manitowoc  and  Northern  Traction  Company,  145  Wis.  13;  Wyan- 
dotte County  Gas  Company  v.  State  (Kan.)  231  U.  S.  622." 

CALIFORNIA 

831 — Purchase  by  Municipality. 

City  of  Santa  Monica,  Application  for  an  Order  Determining  the 
Just  Compensation  to  be  Paid  for  the  Property  of  the  Irwin  Heights 
Water   Company.     Decision   of   California   Railroad   Commission, 
Fixing  the  Value  of  the  Property.     June  30,  1915. 
In  determining  the  amount  to  be  paid  by  the  city  for  the  taking  over 
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of  the  property  of  the  Irwin  Heights  Water  Company,  the  Commission 
said: 

"As  has  frequently  been  said  by  this  Commission  in  these  condem- 
nation cases,  the  pubHc  can  afford  to  be  generous  when  it  takes 
pubhc  utility  property  from  the  owners  thereof.  The  Railroad 
Commission  generally  finds  a  value  in  these  cases  somewhat  in 
excess  of  the  value  which  it  could  allow  in  rate  making  cases,  and 
the  finding  in  this  case  will  not  be  an  exception  to  this  rule." 


REFERENCES 
MUNICIPALITIES 

840 — Public  Operation. 

The  Municipally-Operated  Electrical  Utilities  of  Western 
Canada,  by  A.  G.  Christie.  Paper  Presented  at  the  Fourth  Mid- 
winter Convention  of  the  A.  I.  E.  E.,  New  York,  February  8,  1916. 
Proceedings  of  the  A.  I.  E.  E.,  February,  1916,  p.  289,  54  pages. 

A  study  was  made  of  the  conditions  in  municipal  electric  utilities  in  Western 
Canada  where  practically  all  public  utilities  are  municipally  owned  and  operated. 
The  social  and  political  conditions  in  these  cities  which  might  afifect  the  success 
of  public  operation  are  reviewed,  and  a  brief  outline  of  equipments  of  the  various 
plants  is  given.  The  costs  and  methods  of  financing  these  utilities  are  discussed 
at  considerable  length  and  the  charges  for  various  services  are  summarized.  The 
writer  states  that  the  paper  should  not  be  regarded  as  an  endorsement  of  public 
ownership,  but  he  finds  that  these  utilities  of  Western  Canada  "have  on  the  whole 
been  run  efficiently." 

GENERAL 

253 — Commission  Reports  of  Decisions. 

Opinions  and  Orders  of  the  California  Railroad  Commission. 
Volume  6.     1,142  pages. 

The  bound  volume  of  the  Commission's  decisions  for  the  period  from  January 
1  to  May  29,  1915,  has  been  issued. 

750 — Comparative  Company  Data. 

Standardization  of  Power  Plant  Operating  Costs,  by  Walter 
N.  PoLAKOV.  Paper  Read  Before  the  New  York  Section  of  the 
A.  S.  M.  E.  January  1,  1916.  Power,  February  15,  1916,  p.  232.  3 
pages. 

The  study  of  operating  costs  of  power  plants  to  determine  a  standard  for  operat- 
ing costs  of  the  individual  plant  and  to  determine  a  right  basis  of  comparison  of 
such  costs  for  a  number  of  plants  is  discussed.  Abstracts  of  the  discussion  fol- 
lowing the  reading  of  the  paper  is  also  given  in  Power. 
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900— General. 

How  Commonwealth  Edison  Company  Works.     Volume,  180  Pages. 

A  number  of  papers,  written  in  competition  for  prizes  offered  by  the  Common- 
wealth Edison  Company  Section,  National  Electric  Light  Association,  and  pre- 
sented and  discussed  at  the  Section  meetings,  January  to  May,  1914,  have  been 
reprinted  in  this  volume.  These  papers  give  an  account  of  the  aims,  organization, 
and  system  in  the  various  departments  of  the  company. 


COURT  DECISION  REFERENCES 

224— Rates. 

People  ex  rel.  Ulster  &  D.  R.  Co.  v.  New  York  Public  Service 
Commission  (2  D) .  Decision  of  New  York  Supreme  Court,  Appellate 
Division.     January  18,  1916.  156  New  York  Supplement  1065. 

The  Ulster  &  Delaware  Railroad  Company  petitioned  the  Commission  for  author- 
ity to  increase  its  mileage  book  in  excess  of  two  cents  per  mile,  which  is  the  maxi- 
mum rate  as  fixed  by  Section  60  of  the  Railroad  Law.  The  Commission,  after 
investigation,  determined  that  the  facts  justified  such  increase,  but  denied  the 
application  because  it  believed  the  statutory  maximum  rate  limited  its  power 
to  regulate  rates.  The  court  finds,  however,  that  the  legislature  amended  and 
revised  the  Public  Service  Commissions  Law  and  the  Railroad  Law  with  the 
evident  purpose  of  harmonizing  the  two,  and  concludes  that  the  maximum  rate 
prescribed  in  the  Railroad  Law  is  binding  upon  the  companies  until  the  Com- 
mission fixes  a  rate,  but  that  this  limitation  does  not  restrict  the  Commission's 
power  to  raise  rates  above  this  maximum  if  lower  rates  are  found  to  be  insuffi- 
cient or  confiscatory. 

221.1 — Issue  of  Stocks  and  Bonds. 

Public  Service  Commission  of  Indiana  v.  State  ex  rel.  Merchants 
Heat  and  Light  Co.  Decision  of  the  Supreme  Court  of  Indiana, 
January  14,  1916.       Ill  Northeastern  10. 

The  Merchants'  Heat  and  Light  Company  applied  to  the  Commission  for  author- 
ity to  issue  bonds  of  the  par  value  of  $103,000  on  account  of  additions  and  exten- 
sions made  by  the  company  to  enable  it  to  perform  a  street  lighting  contract 
with  the  city  of  Indianapolis.  In  passing  upon  the  application,  the  Public  Service 
Commission  granted  authority  to  issue  and  sell  bonds  to  the  amount  of  $75,000 
and  declined  to  authorize  the  issue  of  the  remaining  $28,000  necessary  to  cover 
the  cost  of  such  improvement,  on  the  ground  that  the  additions  and  improvements 
upon  which  the  authority  to  issue  $28,000  of  bonds  was  asked  constituted  a  duplica- 
tion of  the  instrumentalities  already  in  existence  and  in  use  by  the  Indianapolis 
Heat  and  Light  Company,  and  for  that  reason  they  would  be  neither  used  nor 
useful  for  public  convenience.  A  mandamus  proceeding  was  brought  to  compel 
the  Commission  to  authorize  the  additional  issue  of  $28,000. 

The  trial  court  entered  a  judgment  against  the  Commission  directing  it  to  issue 
the  certificate  as  prayed  for.  The  Supreme  Court  affirms  this  action  of  the  lower 
court. 

The  opinion  filed  in  the  Supreme  Court  reviews  the  provisions  of  the  law  respect- 
ing the  Commission's  powers  and  duties  in  approving  issue  of  stocks  and  bonds. 
The  Commission  is  required  to  hear,  and  determine  the  facts  upon  which  the^ 
application  is  based,  and  if  the  facts  thus  found  are  such  as  to  entitle  the  utility 
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to  a  certificate  of  authority  to  issue  and  sell  bonds  in  a  given  amount,  it  is  the 
duty  of  the  Commission  to  issue  such  a  certificate.  Under  such  circumstances 
the  act  required  is  ministerial  and  not  discretionary.  The  court  finds  that  the 
facts  in  this  case  are  such  as  under  the  Indiana  law  entitled  the  company  to  a 
certificate  of  authority  to  issue  the  bonds  in  question,  and  that  the  commission 
has  not  the  power  to  add  restrictions  in  addition  to  those  fixed  in  the  statutes. 

The  refusal  to  approve  the  issue  of  bonds  in  the  amount  of  $28,000  is  based  upon 
the  sole  ground  that  this  amount  was  expended  in  the  duplication  of  equipment 
already  existing  and  in  use  by  another  public  utility  and  which  were  amply  suffi- 
cient to  supply  the  needs  of  the  public  in  that  locality.     The  Court  says: 

"There  can  be  no  doubt  that  one  of  the  purposes  of  statutes  of  the  kind  under 
consideration  is  the  prevention  of  the  useless  and  wasteful  expenditure  of  capi- 
tal in  the  duplication  of  plants  and  instrumentalities  to  be  utilized  in  furnish- 
ing heat,  light,  or  other  necessary  service  to  the  public.  Such  statutes  proceed 
upon  the  assumption  that  all  capital  unnecessarily  expended  in  this  way  will 
have  the  effect  of  increasing  the  cost  of  the  service  supplied  to  the  public,  and 
that  by  legislative  control  and  regulation  of  the  rates  to  be  charged  the  injurious 
results  which  might  otherwise  arise  from  a  lack  of  competition  can  be  effectu- 
ually  controlled.  The  state  through  its  Public  Utilities  Commission  has 
taken  complete  control  of  these  corporations  in  so  far  as  necessary  to  prevent 
the  abuses  of  monopoly.  Atty.  Gen.  Haverhill,  21  Mass.,  394;  Weld  v.  Gas 
Co.,  197,  Mass.,  556,  84  N.  E.  101;  Idaho  Power  and  Light  Co.  v.  Blomquist, 
26  Idaho  222,  141  Pac.  1083.  The  Legislature  by  the  act  under  consideration, 
evinced  a  purpose  to  prevent  a  waste  of  capital  by  competing  public  utilities 
in  the  duplication  of  instrumentalities  for  public  services;  but  the  extent  to 
which  such  a  policy  is  to  be  carried  is  a  question  for  the  Legislature,  and  not 
one  for  the  Public  Service  Commission  or  for  the  courts.  By  Section  97  of 
the  act  the  commission  is  given  power  to  determine  whether  public  necessity 
or  convenience  requires  an  additional  public  utility  in  a  municipality  where 
a  similar  service  is  being  furnished  by  a  utility  under  a  license,  franchise  or 
permit;  and  that  no  license,  franchise  or  permit  shall  be  granted  to  such  second 
utility  without  the  consent  of  such  commission.  If  the  Legislature  had  gone 
further  and  provided  that  where  two  or  more  utilities  were  engaged  in  furnish- 
ing service  of  the  same  kind  in  the  same  mvmicipality,  neither  should  make 
any  extensions  which  would  duplicate  the  instrumentalities  of  the  other  with- 
out first  obtaining  the  consent  of  the  commission,  and  that  money  expended 
in  such  duplication  without  the  consent  of  the  commission  should  not  be  capi- 
talized by  the  issue  of  stock,  bonds,  or  other  evidence  of  indebtedness,  a  diflfer- 
ent  question  would  have  been  presented.  The  act,  however,  contains  no 
provision  restricting  or  limiting  competition  between  companies  engaged  in 
furnishing  competitive  service  at  the  time  the  law  became  effective,  except 
the  provision  as  to  the  regulation  of  rates." 

200 — Public  Service  Regulation. 

State  v.   Independence   Gas  Co.  et  al.     Decision  of  the  Supreme 
Court  of  Kansas.     October  1,  1915.     152  Pacific  22. 

The  court  holds  that  receivers,  properly  appointed  by  a  court  of  competent  juris- 
diction, in  possession  of  and  operating  a  public  utility  in  the  State,  are  under  the 
control  of  the  Public  Utilities  Commission  in  the  same  manner  and  to  the  same 
extent  as  the  owners  of  the  utility  would  be  if  they  were  ojjerating  the  utility. 
The  Commission,  and  not  the  court  appointing  the  receivers,  has  the  power  to 
fix  rates. 

"The  Commission  is  the  body  authorized  by  law  to  say  in  the  first  instance, 
what  rates  are  legal  and  will  not  violate  constitutional  provisions,  but  the  courts 
must  finally  say  whether  or  not  the  rates  fixed  are  illegal  or  do  violate  such 
provisions.  The  one  fimction  is  legislative,  while  the  other  is  judicial.  The 
Commission  cannot  invade  the  field  occupied  by  the  court;  neither  can  the 
court  invade  the  field  occupied  by  the  Commission.  The  Commission  must 
act  first,  and  the  courts  afterward." 
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RATES 

MINNEAPOLIS,  MINN. 

720— Rate  Schedules. 

The  Mixxeapolis  General  Electric  Company,  Minneapolis,  Minn. 
(Pop.  350,000.)  New  Rates  for  Residence  Light  and  Power  and  Com- 
mercial Lighting  To  Be  Made  Effective  March  1,  1916. 

The  Minneapolis  General  Electric  Company  has  made  a  reduction  in 
its  rates  for  residence  service  and  commercial  lighting. 

The  company's  rates  in  effect  after  March  1,  1916  are  as  follows: 

RESIDENCE  LIGHTING  AND  POWER. 
Rate. 

85  cents  per  kiiowatt-hour  for  the  first  3  kilowatt-hours  per  room  per  month. 
6  cents  per  kilowatt-hour  for  the  next  3  kilowatt-hours  per  room  per  month. 
2?  cents  per  kilowatt-hour  for  all  above  6  kilowatt-hours  per  room  per  month. 

Prompt  Payment  Discount. 

5  per  cent  for  pajinent  within  10  days  from  date  of  bill. 

Minimum  Charge. 

Sl.OO  per  month. 

Term  of  Contract. 
One  year,  renewable. 

COMMERCIAL  LIGHTING. 
Rate. 

7f  cents  per  kilowatt-hour  for  the  first  200  kilowatt-hours  used  per  month. 

4  cents  for  all  excess. 

Prompt  Payment  Discount. 

5  per  cent  for  payment  within  10  days  from  date  of  bill. 

Minimiun  Charge. 

Sl.OO  per  month. 

Term  of  Contract. 
One  year,  renewable. 

EpiTOMAL  Note — All  indented  matter  is  direct  quotation. 
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POWER  RATE. 
Rate. 

6  cents  per  kilowatt-hour  for  the  first  200  kilowatt-hours  per  month. 
5  cents  per  kilowatt-hour  for  the  next  200  kilowatt-hours  per  month. 

4  cents  per  kilowatt-hour  for  the  next  200  kilowatt-hours  per  month. 
3  cents  per  kilowatt-hour  for  all  over  600  kilowatt-hours  per  month. 

Prompt  Payment  Discount. 

5  per  cent  discount  for  payment  within  10  days  from  date  of  bill. 

Minimum  Charge. 

$1.00  per  month  per  horse-power  for  the  first  10  horse-power  of  rated  capacity 

of  motors  connected. 

$0.75  per  month  per  horse-power  for  the  next  20  horse-power  of  rated  capacity 

of  motors  connected. 

$0.50  per  month  per  horse-power  in  excess  of  30  horse-power  of  rated  capacity 

of  motors  connected. 

Term  of  Contract. 

One  year,  renewable. 

Other  schedules  in  effect  are  Optional  Power  Rate,  Alternative  Lighting  and 
Power,  and  2,300  Volt  Alternating  Current  Power  Rate. 

RATES 
OKLAHOMA  CITY,  OKLA. 

720— Rate  Schedules. 

Oklahoma  Gas  and  Electric  Company,  Oklahoma  City,  Oklahoma. 
(Pop.  64,200.)     Rates  Effective  as  of  October  1,  1915. 

The  Oklahoma  Gas  and  Electric  Company  has  issued  a  new  set  of 
rate  schedules  for  electric  service  in  Oklahoma  City  and  Britton, 
Oklahoma.  Some  reductions  over  the  old  charges  are  provided,  and 
the  schedules  are  simplified  and  rates  for  wholesale  power  are  added. 
The  rates  made  effective  after  October  1,  1915,  are  as  follows: 

GENERAL  LIGHTING  RATE. 

For  lighting  and  for  motors  of  less  than  one  horse-power,  and  for  certain  appli- 
ances. 

Rate. 

11  cents  per  kilowatt-hour  for  the  first  100  kilowatt-hours  per  month. 
8  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  per  month. 
6  cents  per  kilowatt-hour  for  the  next  400  kilowatt-hours  per  month. 
5  cents  per  kilowatt-hour  for  the  next  400  kilowatt-hours. per  month. 
4  cents  per  kilowatt-hour  for  the  next  1,800  kilowatt-hours  per  month. 
3  cents  per  kilowatt  hour  for  the  next  2,000  kilowatt-hours  per  month. 
2  cents  per  kilowatt-hour  for  the  next  2,200  kilowatt-hours  per  month. 
1.75  cents  per  kilowatt-hour  for  all  excess. 

Prompt  Pajonent  Discount. 

10  per  cent  for  payment  within  ten  days  from  date  of  rendering  bill. 

Minimum  Charge. 

$1.00  net  per  month. 
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POWER  RATE. 

For  motors  and  appliances  which  cannot  be  served  under  the  General  Lighting 
Rate. 

Rate. 

5       cents  per  kilowatt-hour  for  the  first     100  kilowatt-hours  per  month. 


4.5  cents  per  k 
4  cents  per  k 
3.5  cents  per  k 
3.25  cents  per  k 
3  cents  per  k 
2.75  cents  per  k 
2.5  cents  per  k 
2.25  cents  per  k 
2       cents  per  k 


lowatt-hour  for  the  next  100  kilowatt-hours  per  month, 
lowatt-hour  for  the  next  100  kilowatt-hours  per  month, 
lowatt-hour  for  the  next  300  kilowatt-hours  per  month, 
lowatt-hour  for  the  next  400  kilowatt-hours  per  month, 
lowatt-hour  for  the  next  1,500  kilowatt-hours  per  month, 
lowatt-hour  for  the  next  2,500  kilowatt-hours  per  month, 
lowatt  hour  for  the  next  2,500  kilowatt-hours  per  month, 
lowatt-hour  for  the  next  2,500  kilowatt-hours  per  month, 
lowatt-hour  for  the  next  5,000  kilowatt-hours  per  month. 


1.75  cents  per  kilowatt-hour  for  all  in  excess. 

Prompt  Payment  Discount. 

10  per  cent  for  payment  within  ten  days  from  date  of  rendering  bill. 

Minimum^Charge. 

$1.00  net  per  month  for  the  first  horse-power  of  connected  capacity. 

$0.50  net  per  month  per  horse-power,  or  fraction  thereof,  of  additional  con- 
nected capacity. 

COOKING  AND  HEATING. 

The  Power  Rate  must  be  applied  when  service  of  this  character  is  desired  and 
the  connected  capacity  of  the  cooking  or  heating  devices  installed  is  in  excess 
of  3,000  watts. 

The  Power  Rate  may  be  applied  to  the  supply  of  current  for  cooking  and  heating 
appliances  (other  than  socket  appliances),  when  the  connected  capacity  of  these 
devices  is  less  than  3,000  watts,  if  the  consumer  so  elects,  but  such  application 
will  make  necessary  a  separate  circuit  on  the  premises  and  will  make  effective 
the  power  minimum. 

AUXILIARY  OR  BREAKDOWN  SERVICE. 

To  be  used  in  connection  with  schedules  for  General  Lighting  and  Power  Rate. 

For  Lighting  or  Power  service  for  an  installation  which  is  regularly  supplied 
with  light  and  power,  or  both,  from  a  privately  owned  source  of  supply. 

Rate. 

Primary  Charge. 

$1.25  per  month  per  kilowatt  of  capacity  connected,  except  when  the  Company 
is  directed  to  set  a  current  limiting  device,  when  this  charge  shall  be  based 
upon  the  capacity  fixed  by  such  device,  for  a  period  of  not  less  than  12  months, 
plus  a 

Secondary^Charge  as  follows: 

Lighting  Service. — See  rates  for  General  Lighting. 
Power  Service. — See  rates  for  Power. 

Prompt  Pa3rtnent  Discount. 

10  per  cent  for  payment  within  ten  days  from  date  of  rendering  bilL 
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Minimiuu  Charge. 

The  primary  charge,  less  10%  if  paid  within  ten  days  from  date  of  rendering 
bill;  provided,  however,  that  no  minimum  bill  shall  be  less  than  $1.00  net 
for  the  first  horse-power  of  apparatus  connected  and  50  cents  per  horse-power, 
or  fraction  thereof,  of  additional  connected  capacity. 

Other  rates  are  provided  for  wholesale  power,  sign  or  exterior  outline  lighting, 

temporary  service,  and  off-peak  service. 

COMMISSION  DECISIONS 

MAINE 
626 — Seasonal  Factor. 

Calcord  et  al.  v  Searsport  Water  Company,  Complaint  as  to  Reason- 
ableness of  Rates  to  Customers  Using  Service  Only  During  Summer 
Season.  Decision  of  the  Maine  Public  Utilities  Commission,  Dis- 
missing the  Complaint.     December  7,  1915. 

The  complaint  did  not  call  in  question  the  reasonableness  of  the  total 
amoimt  collected  in  water  rates,  but  the  question  raised  was  one  of 
reasonable  distribution  of  the  company's  charges  between  the  perma- 
nent resident  users  and  the  customers  using  the  company's  service 
only  during  the  summer  months. 

The  Commission  says : 

"So  far  as  it  costs  more  to  serve  the  twelve-months  taker,  he  should 
of  course,  pay  more.  But  such  items  as  are  not  modified  by  the 
length  of  time  of  actual  use  may,  and  should,  properly  be  distributed 
among  all  of  the  users  whom  the  public  utility  must  stand  ready  to 
serve. 

"The  water  plant,  the  electric  plant,  the  gas  plant,  each  is  con- 
structed at  one  of  these  places  capable  of  supplying  the  demand 
during  the  period  of  seasonal  use.  The  capital  invested,  the  depre- 
ciation, the  normal  maintenance,  insurance,  all  of  those  charges 
which  go  on  whether  a  greater  or  lesser  amount  of  product  is  being 
consumed,  are  required  as  much  for  the  premises  which  are  regularly 
occupied  during  some  part  of  each  yaer,  and  must  be  served  when 
occupied,  as  for  those  premises  which  are  open  and  supplied  through- 
out the  year.     It  is  the  'readiness  to  serve'  element." 

CALIFORNIA 

300— Investment  and  Return. 

Thomas  Monahan,  Mayor  of  San  Jose  v.  Pacific  Gas  and  Electric 
Company,  Application  for  Rehearing  of  Former  Rate  Order.  Decision 
of  the  California  Railroad  Commission,  Upholding  the  Former 
Order  and  Reducing  the  Company's  Rates  for  Electric  Service.  Novem- 
ber 30,  1915. 

The  Commission  rendered  a  decision  prescribing  rates  to  be  charged 
by  the  Pacific  Gas  and  Electric  Company  in  the  San  Jose  District. 
(Reported  in  6  Rate  Research  4.)  The  company  subsequently  filed  a 
petition  for  a  rehearing  and  the  Commission  suspended  the  effective 
date  of  the  order,  pending  the  further  consideration  of  the  case. 


8        Rate     Research  341 


In  the  former  decision,  the  Commission  accepted  the  cost  of  produc- 
ing and  transmitting  electric  energy  on  the  defendant's  system  as 
determined  in  the  Antioch  case.  (5  Rate  Research,  264,  270.)  As 
a  result  of  the  additional  evidence  submitted  upon  the  petition  for 
rehearing,  the  Commission  modifies  in  certain  instances  the  calcula- 
tions presented  in  the  Antioch  case. 

314 — Overhead  Charges. 

"In  the  Town  of  Antioch  case,  the  overhead  percentages  used  by 
the  Commission  were  based  upon  an  estimate  of  the  investment 
as  the  investment  would  be  shown  by  the  entries  in  an  operating 
company's  books.  In  the  present  proceedings,  we  are  applying 
overhead  percentages  to  estimated  historical  reproduction  cost. 
Exhaustive  evidence  has  now  been  presented  by  the  defendant 
showing  the  overhead  expenditures  incurred  in  large  hydroelectric 
developments  by  the  leading  hydroelectric  utilities  in  this  State. 

"I  find  that  on  the  facts  of  the  present  proceeding  a  fair  allowance 
to  be  made  herein  on  the  corrected  estimated  reproduction  cost 
of  the  hydroelectric  steam  and  transmission  construction,  as  estimated 
by  J.  G.  White  &  Company,  would  be  as  follows: 

"For  1  year's  construction 20    per  cent. 

For  2  year's  construction 23|  per  cent. 

For  3  year's  construction 27    per  cent. 

"In  other  cases,  these  percentages  might  be  excessive,  but  from  the 
evidence  in  this  proceeding  it  appears  that  the  unit  costs  used  by 
J.  G.  White  &  Company  did  not  include  any  item  for  contingencies 
or  omissions  or  for  portions  of  engineering  and  superintendence, 
which  items  or  portions  thereof  are  frequently  included  in  unit 
prices.  Hence  higher  overhead  percentages  are  being  used  herein 
than  would  ordinarily  be  used .... 

318— Working  Capital. 

"The  defendant  contends  that  the  Commission's  allowance  for  work- 
ing capital  in  connection  with  the  production  and  transmission 
system,  is  not  adequate.  The  item  'working  capital'  does  not 
include  such  items  as  reserves  for  accrued  interest,  taxes,  or  divi- 
dends, or  capital  held  for  construction  purposes.  The  Commission 
ordinarily  allows  for  'working  capital'  an  amount  equivalent  to 
cover  two  month's  operating  expenses.  I  see  no  reason  for  depart- 
ing from  this  practice  in  this  proceeding.     . 

31»— Land. 

"In  the  Town  of  Antioch  case,  the  Commission  accepted  the  testi- 
mony of  the  defendant  with  reference  to  the  fair  value  of  its  hydro- 
electric lands.  Cross-examination  of  the  defendant's  witness  on 
the  rehearing  in  the  present  proceeding,  however,  developed  clearly 
the  fact  that  the  values  testified  to  by  him  are  considerably  in  excess 
of  the  fair  value  of  the  land  to  be  allowed  in  rate-making  proceedings, 
under  the  rules  established  by  the  Supreme  Court  of  the  United 
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States  in  the  Minnesota  Rate  Case,  230  U.  S.  352,  and  other  cases. 
The  evidence  on  the  rehearing  clearly  shows  that  the  defendant's 
witness  gave  consideration  to  items  such  as  the  character  and  per- 
sonality of  the  seller,  which  ought  not  to  be  considered,  and  also 
that  he  added  to  the  fair  market  value  of  the  property  an  additional 
amount  which  he  thought  the  owner  would  try  to  get  in  excess  of 
the  fair  market  value  of  the  land.  It  appears,  further,  that  in  a 
number  of  cases  he  reported  a  value  of  the  land  three  or  four  times 
the  price  actually  paid  for  it  two  or  three  years  ago." 

360 — Depreciation. 

The  Commission  finds  that  the  allowance  for  depreciation  in  the  An- 
tioch  case  was  insufficient  and  the  amount  is  increased  to  $277,110, 
an  increase  of  approximately  10  per  cent  over  that  made  in  the  Antioch 
case. 

"It  will  be  expected,  of  course,  that  when  the  Commission  makes 
an  allowance  for  depreciation,  the  utility  will  actually  set  aside 
this  amount  in  its  depreciation  fund  and  will  credit  to  the  fund  all 
returns  accruing  to  it." 

411 — Apportionment  of  Expense. 

According  to  the  method  adopted  in  the  Antioch  case,  all  costs  of 
service  are  gathered  under  the  two  main  heads:  The  cost  of  Produc- 
tion and  Transmission,  and  the  local  costs  or  the  Cost  of  Distribution. 
(5  Rate  Research,  270.) 

"The  defendant  contends  that  its  steam  plants  should  be  charged 
to  the  cities  in  which  they  are  respectively  located  and  should  not 
be  included  in  the  general  production  and  transmission  capital, 
on  the  basis  that  they  are  primarily  for  the  insurance  of  continuity 
of  service  in  their  respective  cities. 

"The  evidence  shows  that  the  major  portion  of  the  output  of  the 
San  Francisco  and  Oakland  steam  plants  is  used  locally,  only  a  small 
portion  being  delivered  to  the  transmission  system,  and  that  the 
Sacramento  and  San  Jose  steam  plants  deliver  no  energy  to  the 
transmission  lines.  None  of  these  plants,  however,  unless  possibly 
the  San  Francisco  plant,  are  operated  for  the  greatest  local  economy 
of  cost.  The  plants  are  operated  primarily  for  the  system  efficiency. 
During  1913,  when  the  water  supply  was  low,  the  output  of  the 
Sacramento,  Oakland  and  San  Jose  steam  plants  to  supplement 
hydroelectric  energy  was  about  49,000,000  kilowatt  hours,  while 
in  1914,  when  the  supply  of  water  was  more  ample,  thje  same  plants 
generated  less  than  10,000,000  kilowatt  hours,  and  the  output  of 
of  the  San  Francisco  plant  was  reduced  approximately  23,000,000 
kilowatt  hours. 

"While  the  steam  plants  have  a  certain  local  desirability  because 
of  their  guarantee  to  an  extent  of  continuity  of  local  service,  they 
are  not  operated  for  local  economy,  as  already  stated,  but  rather 
for  system  economy.     It  appears  only  reasonable  to  consider  all 
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the  production  plants  as  feeding  into  one  pool  from  which  the 
energ}^  is  then  taken,  the  steam  plants  relieving  the  hydroelectric 
plants  during  the  low  water  seasons. 

This  Commission's  gas  and  electric  department  is  strongly  of  the 
opinion  that  these  steam  plants  should  be  charged  to  the  general 
production  and  transmission  system.  The  department  takes  the 
position  that  it  is  immaterial  whether  these  steam  plants  feed  energy 
directly  to  the  transmission  lines  or  whether  they  merely  serve  to 
relieve  the  transmission  lines  so  as  to  permit  the  hydroelectric  energy 
to  be  distributed  elsewhere.  The  steam  plants  are  all  connected 
up  to  the  general  transmission  system.  While  the  matter  is  not 
entirely  free  from  doubt,  I  am  content  to  adopt  the  view  of  the  gas 
and  electrical  department.  As  this  Commission  now  has  juris- 
diction over  the  rates  charged  by  defendant  in  its  entire  territory, 
the  defendant  will  not  be  injured  as  long  as  this  same  disposition 
of  the  matter  is  followed  in  the  establishment  of  all  the  company's 
rates  over  different  portions  of  its  system." 

411.2 — Demand  Charges. 

''Defendant  contends  that  the  Commission  erred  in  the  Town  of 
\j  Antioch  case  in  apportioning  the  cost  of  producing  and  transmitting 
energy  as  between  the  demand  charge  and  the  energy  charge.  De- 
fendant contends  that  practically  all  expenses  other  than  the  cost 
of  fuel  should  be  considered  as  a  demand  cost,  and  that  the  energy 
cost  should  include  little  additional  to  the  cost  of  fuel.  Whatever 
merit  defendant's  contention  may  have  in  theory,  their  adoption 
would  result  in  rates,  which,  from  a  practical  point  of  view,  are 
in  many  instances  impossible.  The  demand  costs  would  be  in 
excess  of  what  a  number  of  classes  of  consumers  could  possibly 
pay.  I  am  of  the  opinion  that  the  method  used  by  the  Commission 
in  the  Town  of  Antioch  case,  with  slight  modification  will  produce 
a  fairer  and  more  reasonable  segregation  of  the  return  for  the  service 
between  the  different  classes  of  service.  The  return  for  service 
will  be  segregated  between  the  items  of  demand  and  energy,  as 
follows : 

Demand.  Energy. 

Interest.  Operating  expense. 

Depreciation.  Casualty  insurance. 

Maintenance.  General  expense  (prorated). 

Fire  insurance.  Taxes  (part). 
Taxes  (part). 

"The  defendant  further  contends  that  the  Commission  erred  in  its 
method  of  prorating  general  expense  to  the  production  and  trans- 
mission systems.  Defendant  contends  that  this  general  expense 
should  be  prorated  on  the  basis  of  consumers  instead  of  on  the  basis 
of  investment  used  by  the  Commission.  Upon  the  basis  contended 
for  the  defendant,  none  of  the  general  expense  would  be  chargeable 
to  the  production  and  transmission  system,  although  it  is  evident 
that  a  part  of  the  general  expense  should  be  charged  to  the  opera- 
tion of  this  part  of  defendant's  system.     On  the  other  hand,  strik- 
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ing  inconsistencies  also  appear,  resulting  from  a  segregation  of  the 
general  expenses  on  the  basis  of  investment.  Thus,  by  the  use  of 
this  method,  there  is  charged  to  the  hydroelectric  system  approxi- 
mately one-fifth  of  the  total  general  expense  of  defendant's  entire 
system,  although  the  direct  operating  expenses  in  connection  with 
this  part  of  the  system  amount  to  less  than  four  per  cent  of  the 
total  expense.  While  I  am  adhering  to  the  method  heretofore 
employed  by  the  Commission,  I  am  frank  to  say  that  it  may  be 
possible  hereafter  to  devise  some  method  of  apportionment  of 
general  expense  which  will  be  more  satisfactory  both  to  the  defendant 
and  to  the  Commission.  Here,  again  the  defendant  will  not  suffer 
loss,  for  the  reason  that  the  Commission  has  jurisdiction  over  all 
its  rates,  and  will,  of  course,  see  to  it  that  the  defendant  receives 
a  reasonable  return  on  its  entire  business. 

410 — Cost  of  Service. 

The  Commission  finds  that  the  average  total  cost  per  kilowatt  hour 
of  electric  energy  delivered  at  the  high  tension  terminals  of  the  dis- 
tribution substations  of  defendant  is  $0.0080083.  The  demand  cost 
per  kilowatt  simultaneous  demand  is  $21.0681;  the  demand  cost  per 
kilowatt  substation  demand  is  $16.0278;  and  the  energy  cost  per  kilowatt 
hour  of  substation  input  is  $0.0034948. 

450 — Value  of  the  Service.  ^ 

The  Commission  orders  the  rates  prescribed  in  the  former  order  for 
general  lighting  and  commercial  lighting  put  in  effect.  The  Com- 
mission says: 

''Defendant  has  objected  to  the  form  of  the  rate  heretofore  estab- 
lished under  Schedule  A  for  general  lighting  and  commercial  lighting, 
which  rate  was  as  follows: 

7  cents  per  kilowatt-hour  for  the  first  20  kilowatt-hours  per  month. 
4  cents  per  kilowatt-hour  for  the  next  330  kilowatt-hours  per  month. 
3  cents  per  kilowatt-hour  for  all  over  350  kilowatt-hours  per  month. 
Minimum  charge $1.00  per  meter  per  month. 

After  careful  consideration,  I  can  see  no  reason,  unless  it  is  thought 
necessary  and  desirable  at  this  time  to  effect  a  further  reduction, 
why  the  Commission  should  not  adhere  to  these  rates  and  the  form 
of  the  schedule.  It  should  be  noted  that  this  schedule  embodies 
rates  which  apply  to  both  domestic  and  commercial  lighting  as 
well  as  to  miscellaneous  small  cooking  and  heating  appliances  and 
to  small  motors.  The  Commission  intends  to  accomplish  a  reason- 
ably equitable  distribution  of  the  cost  of  service  as  between  individual 
consumers  and  classes  of  consumers.  The  only  objection  which 
in  my  opinion,  could  be  made  with  show  of  reason  against  these 
rates  is  that  the  resulting  revenue  will  apparently  be  considerably 
in  excess  of  the  cost  of  service  to  the  classes  of  consumers  affected 
in  addition  to  providing  for  a  liberal  return  on  the  investment 
necessary  to  serve.  While  there  is  considerable  question  as  to  the 
equity  of  placing  the  burden,  created  by  service  supplied  to  one 
class  of  consumers  which  in  itself  may  not  be  able  to  yield  an  adequate 


8         Rate     Research  345 


return  upon  other  and  more  fortunately  situated  classes,  still  I  feel 
that,  under  present  conditions,  the  lighting  rates  should  be  uniform 
throughout  the  entire  San  Jose  district,  and  should  be  such  that  the 
return  to  the  utility,  considering  that  district  as  a  whole,  shall  be  ample. 
"I  am  convinced  that  if  the  rates  charged  by  Pacific  Gas  and  Electric 
Company  to  its  agricultural  power  consumers  in  the  San  Jose  dis- 
trict are  materially  increased  the  result  would  be  that  a  considerable 
part  of  this  business  would  be  lost  to  gasoline  engines.  While  I 
am  of  the  opinion  that  each  class  'of  business  should  at  least  yield 
a  revenue  such  as  would  not  -under  average  conditions  create  an 
additional  burden  upon  the  other  classes  of  consumers,  it  does  not  ne- 
cessarily follow  that  all  classes  of  service  should  show  the  same  degree 
of  profit  or  yield  the  same  percentage  of  return  as  every  other  class. 
''While  it  appears  from  the  segregation  of  costs  hereinbefore  made 
that  the  residence  and  lighting  business  will  produce  a  net  revenue 
materially  in  excess  of  its  segregated  charge,  it  by  no  means  follows 
that  the  same  conclusion  would  be  true  if,  through  an  increase  in 
the  rates  for  agricultural  power,  defendant  should  lose  a  considerable 
part  of  this  class  of  business.  Under  present  conditions,  however, 
as  long  as  the  defendant  retains  its  agricultural  power  load,  the 
rates  herein  established  for  residence  and  commercial  lighting  con- 
sumers, unquestionably  will  return  revenue  considerably  in  excess 
of  the  cost  of  service,  including  interest  on  the  investment,  deprecia- 
tion and  maintenance  and  operating  expenses." 
The  order  prescribes  uniform  rates  for  general  lighting,  municipal 
street  lighting  and  special  street  lighting  in  the  cities  of  San  Jose, 
Los  Gatos  and  Sunnyvale  and  the  unincorporated  territory  in  the  San 
Jose  district. 

NEW  YORK 
221.1 — Issue  of  Stocks  and  Bonds. 

Shiebler  v.  Suffolk  Gas  and  Electric  Light  Company,  Requesting 
Revocation  of  the  Commission's  Former  Order  Authorizing  Bond  Issue. 
Decision  of  the  New  York  Public  Service  Commission  (2  D),  Dis- 
missmg  the  Complaint.     January  20,  1916. 

The  complainant,  a  bondholder  of  the  Suffolk  Gas  and  Electric  Light 
Company,  asked  for  a  revocation  of  an  order  of  the  Commission  which 
authorized  an  issue  of  bonds  of  the  company  for  the  construction  of 
an  extension  of  mams.  It  is  alleged  that  the  extension  was  unwisely 
and  improvidently  projected  and  would  not  prove  remunerative,  and  ac- 
cordingly that  the  burdens  upon  the  corporation  would  impair  the  equity 
of  the  bonds  previously  issued.  The  Commission  upholds  its  former  find- 
ings which  justified  the  issue  of  bonds  and  the  complaint  is  dismissed. 

314.44— Contractor's  Profit. 

The  complainant  took  exception  to  the  allowance  of  10  per  cent  for 

contractor's  profit.     The  Commission  says: 

"The  percentage  mentioned  has  been  characterized  as  'Contractors' 
profit;'  but  the  term  is  a  misnomer,  inasmuch  as  a  considerable 
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portion  of  the  equivalent  amount  of  the  10  per  cent  charge,  which 
of  course  varies  with  the  character  of  the  construction,  merely 
reimburses  the  contractor  for  actual  expenses,  such  for  example  as 
those  salaries  and  expenses  of  the  members  of  its  organization  not 
specifically  billed  against  the  work,  use  of  plant  and  organization, 
office  costs,  carrying  cost  of  the  money  invested  in  the  work  and 
many  other  actually  out-of-pocket  expenditures  which  under  the 
prevailing  force  contracts  would  not  be  specifically  billed  to  the 
company.'- 

MARYLAND 

224— Rates. 

Opinion  of  the  Counsel  for  the  Maryland  Public  Service  Commis- 
sion, Regarding  the  Commission's  Power  to  Prescribe  Wholesale 
Rates  for  Gas  and  Electricity.     February  16,  1916. 

Under  the  Maryland  statute  the  Commission  is  given  the  authority 
to  fix  maximum  rates  for  gas  and  electric  utilities.  The  Commission 
asked  W.  Cabell  Bruce,  General  Counsel  for  the  Commission,  for  an 
opinion  as  to  whether  or  not  the  Commission  has  the  power  to  fix 
wholesale  rates  for  gas  and  electricity  and  other  services  where  no 
such  rates  have  been  filed  by  the  corporation  itself. 

His  reply  reads  as  follows: 

''In  an  opinion  rendered  by  me  on  January  4,  1913,  in  the  Con- 
solidated Gas,  Electric  Light  and  Power  Company  rate  case,  Case 
No.  176,  I  held  that  the  power  conferred  upon  the  Commission  to 
prescribe  the  maximum  price  for  gas  and  electricity  includes  the 
power  to  fix  the  maximum  price  for  each  of  such  reasonable  classi- 
fications of  these  products  by  the  wholesale  as  may  be  established 
by  a  gas  and  electric  company.  That  case,  of  course,  differs  from 
this,  in  that  here  no  graduation  of  rates  based  on  wholesale  con- 
siderations has  been  attempted  by  the  corporation  itself.  The 
question  is  one  that  has  never  been  judicially  determined,  and  our 
Court  of  Appeals  only  recently  in  a  case  involving  railroad  rates, 
which  came  up  to  it  from  an  order  of  the  Commission,  declined  to 
determine  it.  Pennsylvania  Railroad  Co.  vs.  Public  Service  Com- 
mission, 126  Md.  59-63.  As  in  that  case  so  in  this  I  would  advise 
you  to  insist  that  you  have  the  power  to  fix  maximum  commutation 
rates  whether  any  such  rates  have  been  filed  by  the  public  service 
corporation  or  not." 

CALIFORNIA 

224— Rates. 

East  Bakersfield  Improvement  Association  v.  Bakersfield  Water 
Company,  Application  of  Defendant  for  Modification  of  Former  Order 
Fixing  Rates.  Decision  of  the  California  Railroad  Commission, 
Leaving  Rates  Unchanged.     June  4,  1915. 

It  was  found  that  at  the  time  of  the  former  investigation  the  company 
had  omitted  certain  items  in  the  inventory  of  its  property  which  was 
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given  the  Commission's  engineer  in  making  the  valuation.  The  find- 
ing as  to  value  is  corrected  to  include  the  value  of  this  property,  but  it 
was  not  found  to  justify  a  rehearing  as  to  rates. 

Since  the  former  order  the  company  has  made  an  extension  to  serve 
the  Southern  Pacific  Company.  The  Commission  was  asked  by  the 
defendant  to  fix  the  rates  to  be  charged  the  Southern  Pacific  Company. 
No  rate  is  fixed  for  this  service  in  the  Commission's  order,  and  the 
opinion  says: 

"I  believe  we  should  first  give  defendant  and  the  Southern  Pacific 
Company  an  ppportunity  to  agree  upon  a  just  and  reasonable  rate 
with  the  understanding  that,  in  the  event  of  the  parties  in  interest 
failing  to  agree,  the  Commission,  upon  request,  will  establish  a  just 
and  reasonable  rate." 


CALIFORNIA 

224— Rates. 

Southern  Counties  Gas  Company,  AppUcation  for  Authority  to 
Increase  Rates.  Decision  of  the  California  Railroad  Commission, 
Dismissing  the  Apphcation.     June  7,  1915. 

The  applicant  company  took  over  a  number  of  small  gas  companies 
operating  in  Los  Angeles  and  Orange  counties  and  began  the  furnish- 
ing of  natural  gas  service  in  these  districts.  The  rates  in  effect  were 
established  by  the  company  and  the  application  for  authority  to  increase 
rates  in  the  City  of  Orange  was  brought  after  a  few  months'  operation. 
The  Commission  dismissed  the  application  holding  that  sufficient 
time  had  not  elapsed  to  show  that  the  rates  voluntarily  established 
would  not  be  remunerative. 

The  opinion  says  that  the  Commission  coul(i  not  be  expected,  after 
only  a  few  months'  operation  under  the  present  rates,  to  grant  an 
increase  in  one  particular  community  upon  the  showing  that  for  such 
a  period  the  rates,  as  applicable  to  that  locality,  may  not  have  yielded 
the  anticipated  revenue.     The  Commission  says  further: 

"There  is  another  and  very  important  phase  of  the  problem  which 
merits  careful  consideration,  both  by  petitioner  and  by  this  Com- 
mission, which  has  to  do  with  the  consumers  of  gas  in  the  City  of 
Orange  and  in  other  communities.  Apparently,  relying  upon 
petitioner's  ability  to  grant  and  willingness  to  continue  the  rates 
established  for  natural  gas,  a  relatively  large  number  of  persons 
have  purchased  appliances  and  made  other  material  expenditures 
incidental  to  obtaining  gas  service.  These  consumers,  individually, 
are  entitled  to  feel  that  their  contracts  for  service  will  receive  the 
same  consideration  and  entitle  them  to  the  same  degree  of  pro- 
tection as  would  the  contracts  with  entire  communities." 
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PHILIPPINE  ISLANDS 

226.2 — Extension  of  Service. 

Watson  &  Watson  v.  Manila  Gas  Corporation,  Regarding  Refusal 
to  Install  Gas  Service.  Decision  of  the  Board  of  Public  Utility 
Commissioners  of  the  Philippine  Islands,  Dismissing  the  Petition. 
October  26,  1915, 

The  Manila  Gas  Corporation  was  granted  a  franchise  subject  to  the 
provision,  among  others,  that  the  duty  is  compulsory  upon  the  com- 
pany to  lay  and  install  mains  and  pipes  "on  any  and  all  streets,  thor- 
oughfares or  public  places  along  which  a  consumption  of  thirty  cubic 
meters  of  gas  per  annum  per  meter  of  main  pipe  shall  be  guaranteed, 
and  subscriptions  for  said  amount  shall  be  deemed  a  sufficient  guaranty 
for  the  purpose  of  this  section." 

The  complaint  in  this  case,  which  involved  the  Company's  duty  to 
make  an  extension  of  service,  was  dismissed  without  a  formal  ruling 
by  the  Board  as  the  company  was  unable  for  a  time  to  get  supplies 
of  piping  on  account  of  the  European  war,  and  the  demand  for  the 
service  was  lessened  due  to  the  general  business  depression  from  the 
same  cause. 


REFERENCES 

MUNICIPALITIES 

810 — Municipal  or  Local  Regulation  of  Utilities. 

City  of  Los  Angeles,  Board  of  Pl^blic  Utilities,  Sixth  Annual 
Report,  for  the  Year  Ending  June  30,  1915.     109  pages. 

A  section  of  the  report  deals  with  the  regulation  of  the  gas  and  electric  utilities 
operating  within  the  City  of  Los  Angeles.  The  rates  of  the  electric  utilities 
are  given,  together  with  charts  and  tables  showing  past  reductions  in  electric 
rates  and  comparisons  with  rates  of  other  cities. 

The  Board  states  that  the  amendment  effective  August  9,  1915,  which  removed 
the  restrictions  retaining  local  regulation  of  utilities  as  against  state  regulation 
(7  Rate  Research  335)  conferred  upon  the  state  commission  the  power  to  fix  rates 
only;  and  further  states  that  the  City  of  Los  Angeles  will  still  retain  complete 
and  full  control  over  the  regulation  of  service  and  all  matters  pertaining  thereto. 

GENERAL 

782— Eflaciency. 

The  Effective  Illumination  of  Streets,  by  Preston  S.  Millar. 
Transactions  of  the  Illuminating  Engineering  Society,  December  30,  1915. 
p.  1039. 

The  paper  mentions  the  dependence  of  effectiveness  in  street  lighting  upon  muni- 
cipal appropriations  and  efficient  lamps,  but  discusses  more  particularly  those 
aspects  of  effectiveness  which  are  dependent  upon  skillful  utilization  of  the  light 
to  produce  the  most  effective  illumination. 
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There  are  included  a  classification  of  streets,  a  statement  of  the  objects  of  street 
lighting  and  the  elements  of  vision  imder  street  lighting  conditions.  The  paper 
emphasizes  three  considerations  which  are  sometimes  neglected  in  street  lighting 
discussions,  namely,  the  silhouette  eflfect,  specular  reflection  from  street  pave- 
ments, and  glare.  The  remainder  of  the  paper  is  given  over  to  a  presentation  of 
the  variables  upon  which  the  efifectiveness  of  street  illumination  depends,  and 
upon  the  influence  which  each  feature  of  the  installation  exercises  through  these 
several  variables.  As  a  part  of  this  discussion  illuminating  efficiency  values  for 
the  several  modern  street  illuminants  are  given.  The  appendix  includes  sta- 
tistics and  photographs  of  some  very  recent  installations  which  illustrate  the 
latest  trend  in  street  lighting. 

900— General. 

Gas  Street  Lighting,  by  F.  R.  Hutchinson.  Transactions  of  the 
Illuminating  Engineering  Society.     December  30,  1915.     p.  1080. 

The  progress  in  street  lighting  by  gas  is  discussed  and  the  various  steps  in  the 
development  of  gas  lighting  are  described  and  illustrated. 

900— General. 

Printed  Salesmanship  for  Central  Stations,  by  Charles  H. 
Seaver.  Electrical  Review  and  Western  Electrician.  February  26, 
1916.     p.  370.     3  pages. 

Some  of  the  fundamental  principles  of  advertising  are  discussed  and  practical 
suggestions  are  given  for  the  preparation  of  effective  copy  for  central  station 
companies. 

900— General. 

Mid- Year  Meeting  of  the  American  Electric  Railway  Association. 
Aera,  February',  1916. 

The  proceedings  of  the  joint  meeting  of  the  American  Electric  Railway  Associa- 
tion and  the  American  Electric  Railway  Manufacturers'  Association,  which  was 
noted  in  8  Rate  Research  299,  is  here  given  with  papers  and  discussions  complete, 
including  the  following  papers:  Government  Regulation  and  Our  Transportation 
Systems,  by  Oscar  W.  Underwood,  (8  Rate  Research  300),  Justice  for  Electric 
Railways,  by  Charles  L.  Henry  (8  Rate  Research  302),  Valuation — A  Common 
Sense  View,  by  N.  T.  Guernsey  (8  Rate  Research  299),  Rate  of  Return,  by  James 
D.  Mortimer  (8  Rate  Research  300),  Actual  Returns  in  the  Past-Experience  in 
Massachusetts,  by  D.  J.  McGrath,  Returns  Necessary  to  Attract  New  Capital, 
by  O.  B.  Wilcox,  and  Uncertainty  of  Valuation,  Its  Eflfect  on  Investment  of  Capital, 
by  T.  S.  Williams. 

900— General. 

Official  Index  to  State  Legislation.  Law  Reporting  Company. 
Vol.  I.     1915. 

The  first  volume  of  the  official  index  to  state  legislation,  covering  the  year  1915, 
has  been  published.  It  affords  a  numerical  and  subject  index,  and  a  complete 
record  of  all  bills  introduced  in  all  state  legislatures,  compiled  and  published 
under  the  direction  of  the  Joint  Committee  on  National  Legislative  Information 
Service  of  the  National  Association  of  State  Libraries  and  American  Association 
of  Law  Libraries. 

In  1916,  the  index  will  be  cumulated  and  published  weekly,  showing  changes  in 
position  of  bills  and  new  bills  introduced  each  week  imtil  the  publication  of  the 
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complete  annual  number  about  August  1,  in  which  will  be  shown  the  status  of 
bills  when  the  legislatures  adjourned.  After  the  issue  of  the  complete  annual 
number,  weekly  cumulative  supplements  will  be  issued  when  any  legislature  is 
in  regular  or  special  session.  Such  a  comprehensive  record  of  all  state  legisla- 
tion on  every  subject  constitutes  a  very  valuable  reference  work.  For  example, 
the  subject  index  makes  it  possible  for  one  to  conveniently  follow  all  legislation 
affecting  electric  or  other  utilities,  such  as  public  utility  laws  and  amendments 
to  such  laws,  laws  of  incorporation  and  capitalization  of  utilities,  sale  to  munici- 
palities, and  employer's  liability  laws. 

A  subscription  to  the  weekly  numbers  and  the  armual  number  with  supplements 
for  1916  is  $100.00,  and  subscribers  for  1916  may  obtain  the  final  1915  number  for 
$10  additional,  if  desired;  subscription  to  be  sent  to  Mr.  F.  O.  Poole,  Librarian 
of  the  Association  of  the  Bar  of  the  City  of  New  York,  42  West  44th  Street. 


COURT  DECISION  REFERENCES 


112.5 — Ordinance  Rates. 

Newark  Natural  Gas  and  Fuel  Company  v.  City  of  Newark. 
Decision  of  Supreme  Court  of  Ohio.  July  2,  1915.  Ill  North- 
eastern 150. 

An  action  was  brought  to  compel  the  Newark  Natural  Gas  and  Fuel  Company  to 
comply  with  the  provisions  of  an  ordinance  of  the  city  passed  March  6,  1911. 
The  company  alleges  that  the  rates  prescribed  in  the  ordinance  for  the  furnishing 
of  natural  gas  to  customers  in  Newark  are  non-compensatory.  The  court  finds 
that  the  evidence  in  this  case  does  not  sustain  the  company's  contention.  The 
company  is  placed  under  obligation  to  supply  service  at  the  ordinance  rates  until 
actual  experience  demonstrates  that  these  rates  deprive  the  company  of  reason- 
able compensation  for  its  services. 

In  regard  to  obtaining  relief  from  rates  fixed  by  city  ordinance,  the  court  says: 

"We  direct  particular  attention  to  the  decision  of  the  Supreme  Court  of  the 
United  States  in  the  case  of  the  City  of  Knoxville  v.  Knoxville  Water  Com- 
pany, 212  U.  S.  1,  29  Sup.  Ct.  148,  53  L.  Ed.  371,  and  Willcox  et  al.  v.  Con- 
solidated Gas  Co.,  212  U.  S.  19.  29  Sup.  Ct.  192,  53  L.  Ed.  382,  15  Ann.  Cas. 
1034,  48  L.  R.  A.  (N.  S.)  1134.     In  the  former  case  it  is  held  that: 

"  'Rate  making  is  a  legislative  function  whether  exercised  by  the  Legislature 
or  by  a  subordinate  body  to  which  power  has  been  delegated,  such  as  a  munici- 
pality. While  courts  may  refuse  to  enforce  legislation  on  constitutional 
grounds  the  power  should  only  be  exercised  in  the  clearest  cases.' 

"This  action  of  the  city,  having  been  taken  pursuant  to  legislative  authority, 
is  a  proper  exercise  of  legislative  power,  and  therefore  the  company  assailing 
the  rates  fixed  in  such  manner  must  show  that  their  enforcement  will  result 
in  the  taking  of  its  property  without  just  compensation.  Cedar  Rapids  Water 
Co.  V.  Cedar  Rapids,  118  Iowa,  234,  91  N.  W.  1081. 

"In  Willcox  V.  Consolidated  Gas  Co.,  supra,  the  rule  to  be  applied  in  cases  of 
this  character  for  the  purpose  of  ascertaining  whether  a  prescribed  rate  is 
imreasonable,  is  concisely  stated.     It  is  there  held  that: 

"  'Rates,  when  fixed  by  legislative  authority,  for  public  service  corporations, 
should  allow  a  fair  return  upon  the  reasonable  value  of  the  property  at  the 
time  it  is  being  used,  but  the  legislative  act  will  not  be  declared  invalid  by 
the  courtsy  unless  the  rates  are  so  unreasonably  low  that  their  enforcement 
would  amount  to  taking  the  property  for  public  use  without  compensation.'^  " 
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RATES 
SPRINGFIELD,  MISSOURI 

720— Rate  Schedules. 

Springfield  Gas  and  Electric  Company,  Springfield,  Missouri. 
Rate  Schedules  Approved  by  the  Missouri  Pl'blic  Service  Commis- 
sion, February  7,  1916. 

In  giving  the  new  rates  of  the  Springfield  Gas  and  Electric  Company, 
in  8  Rate  Research  321,  the  energy  charge  in  the  schedule  for  large  light 
and  power  was  printed  dollars  instead  of  cents.  The  following  state- 
ment of  the  rates  for  this  class  of  service  is  given  in  correction  of  the 
schedule  in  8  Rate  Research  323. 

Rate. 

Demand  Charge. 

$2.00  per  kilowatt  of  demand  for  the  first  10  kilowatts. 
$1.75  per  kilowatt  of  demand  for  the  next  40  kilowatts. 
$1.50  per  kilowatt  of  demand  for  the  next  50  kilowatts. 
$1.25  per  kilowatt  of  demand  for  the  next  100  kilowatts. 
$1.00  per  kilowatt  of  demand  for  all  over  200  kilowatts,  plus  an 

Energy  Charge  of 

3.20  cents  per  kilowatt-hour  for  the  first  1,003  kilowatt-hours. 
2.40  cents  per  kilowatt-hour  for  the  next  3,003  kilowatt-hours. 
1.60  cents  per  kilowatt-hour  for  the  next  6,000  kilowatt-hours. 
1.25  cents  per  kilowatt-hour  for  the  next  40,000  kilowatt-hours. 
1.00  cents  per  kilowatt-hour  for  all  over  50,000  kilowatt-hours. 


COMMISSION  DECISIONS 

PENNSYLVANIA 

132 — ^Protection  From  Competition. 

Phoenix  Water  Power  Company.  Application  for  Approval  of  a 
Contract  with  the  Borough  of  Phoenixville  for  Supplying  Light,  Heat 
and  Power.      Decision  of  the    Pennsylvania  Public  Service  Com- 

Editomal  Note — All  indented  matter  is  direct  quotation. 
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MISSION,  Denying  the  Application  and  Holding  that  the  Company 
in  the  Field  Is  Entitled  to  Protection  From  Competition.  December 
28,  1915. 

The  Borough  of  Phoenixville  passed  an  ordinance  authorizing  the 
Phoenix  Water  Power  Company  to  construct  a  distribution  system 
and  to  furnish  electric  service  in  the  Borough.  The  Philadelphia  Gas 
and  Electric  Company,  which  is  at  present  engaged  in  this  business 
in  the  Borough  without  competition,  entered  objection  to  the  granting 
of  the  application.     The  Commission  says: 

"The  competitive  theory  in  the  operation  of  public  utility  enter- 
prises has  long  since  been  exploded.  It  is  obvious  that  the  dupli- 
cation of  plant  and  cost  of  operation  is  an  economic  waste  in  most 
cases,  because  the  consumptive  power  of  a  community  has  limitations 
as  to  quantity.  It  ordinarily  cannot  be  much  stimulated.  The 
interest  upon  the  capital  thus  unwisely  invested  in  the  unnecessary 
plant  and  the  additional  operating  expenses,  are  an  added  burden 
upon  the  community  served  that  can  be  borne  only  by  an  increase 
pro  rata  in  the  consumers'  rates.  This  Commission  has  thus  far 
refused  to  countenance  contracts  between  municipalities  and  new 
utility  corporations,  when  an  existing  company  has  already  preempted 
the  field.  Through  its  power  of  regulation,  it  can  in  general  compel 
adequate  service  at  just  and  reasonable  rates,  which  means  nothing 
more  nor  less  than  the  equivalent  of  normal  economic  cost.  In  a 
word,  speaking  generally,  competition  is  inconsistent  with  public 
regulation. 

"It  requires  no  great  stretch  of  the  imagination,  however,  to  conceive 
of  exceptional  conditions  in  which  the  monopoly  principle  may 
not  be  conducive  to  the  welfare  of  the  public,  and  in  such  cases 
it  must  not  be  allowed  to  prevail,  if  it  can  be  shown  that  a  latent  or 
new  demand  of  large  proportions  appears,  that  cannot  be  supplied 
by  an  existing  utility  company  because  of  financial  inability  or  for 
any  other  satisfactory  reason,  or  if  an  existing  plant  has  become 
obsolescent  and  cannot  be  modernized,  or  if  a  new  source  of  supply 
be  discovered,  or  new  inventions  or  new  means  of  production  be 
devised;  or  if  for  some  other  reason  the  quality  and  quantity  of  the 
service  rendered  can  be  greatly  improved,  or  cost  of  production 
and  rates  to  consumers  considerably  decreased,  the  Commission 
should  give  careful  consideration  to  evidence  in  support  of  the 
demand  for  rival  or  supplemental  facilities,  and  endeavor  to  provide 
relief,  but  it  must  never  be  forgotten,  too,  that  it  is  expedient  to 
conserve  utility  investments  in  the  interest  of  the  consumer.  Some 
risks  to  capital  will  necessarily  always  exist  in  the"  public  utility 
field,  as  well  as  in  all  other  forms  of  enterprise,  but  it  is  advisable, 
from  the  public  point  of  view,  now  that  formal  regulation  has  been 
assumed,  to  reduce  the  hazards  of  this  kind  of  business,  so  as  not 
to  drive  capital  away  from  this  form  of  investment,  and  so  as  to 
obtain  the  lowest  possible  interest  rates.  Low  interest  charges 
react  upon  the  cost  of  operation  and  ultimately  upon  the  rates  of 
service,  and  while  invested  capital  is  in  no  sense  sacred  and  while 
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the  investment  is  by  no  means  assured  as  to  the  safety,  still  a  public 
utility  has  ethical  claims  upon  the  consideration  of  the  community 
which  it  has  served  during  the  period  when  its  business  outlook  was 
not  so  attractive  as  to  invite  competition.  Both  from  the  point 
of  view  of  the  community,  and  the  company,  regulating  bodies 
must  proceed  cautiously  when  entertaining  proposals  of  competition." 

The  applicant  asserted  that  it  could,  by  developing  hydro-electric 
power,  furnish  the  service  at  rates  twenty  per  cent  lower  than  those  of 
the  established  company.  The  Commission  finds  that  the  facts  do 
not  warrant  any  such  assumption. 

"Whether  a  reduction  to  that  extent,  if  it  was  approved  clearly 
beyond  dispute,  would  justify  a  Certificate  of  Public  Convenience, 
it  is  not  necessary  now  to  decide.  In  this  connection  it  may  be 
suggested  that  instead  of  permitting  a  rate  war  between  rival 
utility  organizations  that  might  end  disastrously  to  all  concerned, 
a  complaint  be  filed  by  the  community  against  the  existing  company 
in  order  to  determine  first  whether  it  cannot  reasonably  reduce 
the  cost  of  its  supply  to  its  patrons." 

The  application  was  dismissed. 

PENNSYLVANIA 

132 — Protection  From  Competition. 

TowAMENCiN  Electric  Company,  Application  For  Approval  of  Its 
Incorporation.  Decision  of  the  Pennsylvania  Public  Service  Com- 
mission, Granting  the  Application.     January  26,  1916. 

The  company  applied  for  a  certificate  of  convenience  and  necessity 
evidencing  the  approval  of  its  incorporation  to  manufacture  and  supply 
electric  service  in  Towamencin  Township. 

Service  has  been  furnished  to  a  few  customers  in  the  township  from  the 
municipal  plant  of  the  Borough  of  Lansdale,  and  the  question  came 
before  the  Commission  as  to  whether  or  not  the  private  company  should 
be  permitted  to  enter  the  territory  in  view  of  the  service  afforded  by 
the  municipal  utility.     The  Commission  says: 

"Under  the  Act  of  July  26,  1913,  the  public  service  rendered  by  a 
municipal  corporation  does  not  come  within  the  jurisdiction  of  this 
Commission,  and  in  consequence  consumers  receiving  such  service 
outside  of  the  municipality  have  no  protection  in  the  matter  of 
regulating  rates  and  service,  except  that  which  is  afforded  by  the 
Borough  Act  of  1915,  and  the  ordinary  channel  of  the  Courts. 
Under  the  provisions  of  the  Borough  Act,  a  borough  cannot  charge 
outside  consumers  a  less  rate  than  is  charged  within  the  Borough 
itself,  but  there  is  nothing  mentioned  in  the  said  Act  to  prevent 
the  charge  of  a  higher  rate.  The  aforesaid  provision  will  likely 
give  adequate  protection  as  to  rates;  but  in  the  matter  of  service 
and  facilities,  the  consumer  has  no  redress  save  through  the  ordinary 
process  of  law. 
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"In  the  case  before  us,  if  the  Commission  should  decide  to  grant 
the  petition  of  the  Applicant,  such  action  will  not  prevent  the 
Protestant  from  continuing  doing  business  and  constructing  new 
facilities  if  the  Borough  of  Lansdale  so  elects.  On  the  other  hand, 
if  the  application  be  refused,  the  Protestant  will  have  a  free  field 
to  furnish  such  service  as  it  may  choose  to  offer,  and  the  consumers 
will  be  left  without  a  tribunal  to  regulate  the  rates  and  services 
which  may  be  established.  It  could  not  be  safely  maintained 
when  service  is  furnished  from  the  surplus  current  of  a  municipal 
plant,  that  the  same  diligent  efforts  will  be  made  to  develop  the 
territory  and  install  facilities  within  the  reach  of  every  one  desiring 
service,  as  would  be  made  by  a  private  corporation,  since  the  latter 
is  always  more  or  less  engaged  in  seeking  ways  and  means  of  pushing 
forward  its  plant  operations. 

"Admittedly,  the  Township  in  question  is  too  sparsely  populated  to 
warrant  two  competing  companies  to  operate  within  its  limits, 
yet  in  this  instance  the  question  arises:  Is  an  auxiliary  service  from 
a  municipality  supplied  at  convenient  points  of  accessibility 
the  only  type  of  service  a  Township  should  be  permitted  to  have 
when  the  opportunity  is  presented  of  giving  its  people  the  facilities 
and  services  of  a  corporation  that  is  properly  equipped  to  supply 
adequate  current  under  proper  regulation?  Furthermore,  permitting 
the  Petitioner  to  enter  Towamencin  Township  to  construct  its 
facilities,  will  not  establish  under  conditions  as  they  now  or  will 
then  exist,  the  active  competition  that  would  be  developed  between 
two  private  corporations  operating  in  that  field. 

"Apparently  the  eight  consumers  now  using  current  from  the 
municipal  plant  at  Lansdale,  and  who  are  living  within  a  radius  of 
one  mile  from  the  Borough  line,  will  continue  to  be  served  from  that 
source  whether  the  application  pending  be  refused  or  approved.  .  , 
Counsel  for  applicant  also  stated  that  if  the  application  be  approved 
petitioner  will  not  encroach  upon  the  territory  now  occupied  by  these 
eight  consumers,  and  consequently,  although  these  men  put  up  their 
own  lines,  they  will  not  be  required  to  bear  any  loss  or  sacrifice  any 
property  should  such  approval  be  granted. 

The  Commission  concludes. 

"After  duly  considering  the  matter  in  all  of  its  aspects,  the  Com- 
mission has  reached  the  conclusion  that  the  application  of  the 
Towamencin  Light,  Heat  and  Power  Company  should  be  approved, 
and  a  Certificate  of  Public  Convenience  be  issued  to  the  said  cor- 
poration.   An  order  will,  accordingly,  be  so  issued."  • 


WASHINGTON 

340 — Rate  of  Return. 

PuGET  Sound  International  Railway  and  Power  Company,  Inves- 
tigation to  Determine  Reasonable  Rates  for  Electric   Lighting  and 
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Water  Service.  Decision  of  the  Washington  Public  Service  Com- 
mission, Fixing  Electric  Rates.  December  15,  1915,  P.  U.  R.  1916B. 
p,  81. 

The  Commission  found  that  the  electric  department  of  the  Puget 
Sound  International  Railway  &  Power  Company  was  earning  a  return 
of  15.81  per  cent.  Such  return  was  held  to  be  unreasonable,  and  rates 
were  prescribed  which  would  yield  a  return  of  8  per  cent. 

"It  has  been  suggested  to  the  Commission  that  the  railway  depart- 
ment should  be  considered  in  conjunction  with  the  light  and  water 
departments,  and  the  deficiency  in  return  of  the  railway  depart- 
ment be  made  good  out  of  the  excessive  return  of  the  other  two 
departments;  in  other  words,  that  the  users  of  electrical  energy  or 
of  w^ater  should  be  charged  excessive  rates  in  order  that  the  excess 
in  returns  of  the  water  and  light  might  be  transferred  to  the  railway 
department  to  make  the  return  of  such  department  sufficient.  The 
users  of  the  electrical  energy  or  of  the  water  may,  or  may  not,  be 
patrons  of  the  railway  department.  The  defendant  company 
might  be  engaged  in  many  different  kinds  of  business.  It  is  unfair 
to  increase  the  charges  to  the  patrons  of  one  department  in  order 
that  another  department  may  show  a  return.  The  users  of  light 
and  water  have  a  right  to  a  supply  of  electrical  energy  or  water 
at  fair,  just,  reasonable,  and  sufficient  rates,  independent  of  whether 
or  no  some  other  department  operated  by  the  same  company  is 
profitable  or  otherwise.  If  the  rates  of  some  other  department 
are  not  fair,  they  should  be  made  so,  but  the  Public  Service  Com- 
mission has  no  right  under  the  law  to  tax  users  of  electrical  energy 
or  water  in  order  that  the  patrons  of  a  street  railway  may  be  per- 
mitted a  low  rate,  or  in  order  that  the  utility  may  be  permitted  to 
compete  with  some  other  form  of  transportation.  The  rates  now 
established  by  the  Commission  in  this  instance  with  the  same 
patronage  will  allow  the  company  a  return  of  8  per  cent,  and  while 
the  Public  Service  Commission  has  not  and  will  not  establish  any 
definite  return  as  applicable  to  all  cases,  we  consider  the  return 
under  the  rates  now  established  by  us  to  be  just,  fair,  reasonable, 
and  sufficient,  and  this  meets  the  statutory  requirement." 

MISSOURI 

300 — Investment  and  Return. 

Atchison,  Topeka  &  Santa  Fe  Railway  Company  et  al.  Application 
For  Authority  to  Increase  Rates.  Decision  of  the  Missouri  Public 
Service  Commission,  Granting  an  Increase,  But  Not  to  the  Extent 
Proposed.     November  10,  1915. 

The  carriers  operating  in  Missouri  applied  for  authority  to  increase 
intrastate  rates  for  freight,  passengers,  and  excess  baggage.  The  Com- 
mission found  that  they  are  entitled  to  a  measure  of  relief,  but  not  to 
the  extent  proposed. 
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An  extended  investigation  was  made  to  determine  the  amount  of  reve- 
nue required  by  the  carriers  to  secure  proper  operation  and  financing, 
and  to  determine  the  amount  to  be  derived  from  interstate  and  intra- 
state traffic  and  further  to  fix  rates  for  the  different  classes  of  pas- 
senger and  freight  business. 

113— Financing. 

Considerable  discussion  is  given  the  present  problems  of  financing  the 
railroads,  and  the  extent  to  which  difficulties  of  financing  are  due  to 
insufficient  rates,  unusual  exactions  as  to  service  improvements  and 
extensions,  or  conditions  caused  by  the  European  War. 

"One  of  the  most  serious  and  fundamental  problems  confronting  the 
railroads  of  this  country  is  the  securing  of  new  capital  to  make 
extensions,  additions,  and  betterments  to  provide  more  adequate, 
improved,  and  safer  service.  Unless  conditions  can  be  changed  so 
the  railroads  can  be  financed  through  the  sale  of  capital  stock, 
instead  of  continuing  to  increase  the  fixed  charges  in  the  aature  of 
interest  charges  on  bonds,  it  is  only  a  question  of  time,  long  or  short, 
until  many  of  the  railroads  will  be  forced  into  insolvency,  and  per- 
haps rendered  unable  to  provide  the  service  required  of  them.      .      .    . 

"We  may  also  state  in  this  connection  that  at  several  of  the  hearings 
some  protesting  witnesses  took  the  position  that  widespread  dis- 
trust exists  as  to  the  general  integrity  of  railroad  management,  and 
that  a  skeptical  attitude  has  been  assumed  by  many  towards  the 
plea  advanced  that  railroad  earnings  are  inadequate,  and  that  in- 
creased rates  are  warranted  in  these  cases,  and  also  in  the  belief  that 
the  serious  financial  conditions  of  some  of  the  roads  in  this  state  are 
traceable  to  financial  mismanagement,  and  that  if  proper  economies 
and  honesty  in  management  had  been  uniformly  observed  in  the 
past,  there  would  have  been  no  need  for  greater  net  operating  in- 
come. No  one  can  defend  the  wilful  mismanagement,  wrecking,  or 
plundering  of  any  railroad,  such  as  has  occurred  to  a  few  individual 
roads  in  this  state.  Under  the  provisions  of  the  Pubhc  Service 
Commission  law  of  this  state  the  Commission  has  power  to  regulate 
the  issuance  of  stock,  bonds,  notes,  and  other  evidence  of  indebtedness, 
and  such  acts  of  wrecking  and  looting  could  only  be  done  now  in 
this  state  under  the  shadow  of  the  penitentiary.  What  should  be 
the  attitude  now  of  this  state,  acting  through  its  Commission, 
towards  such  roads?  The  Public  Service  Commission  law,  in  au- 
thorizing this  Commission  to  prescribe  reasonable  and  just  rates,  or 
rates  sufficient  to  yield  a  reasonable  compensation  for  the  service 
rendered  looks  to  the  future  and  not  to  the  past.  The  making  of 
rates  is  a  legislative  function  and  is  always  prospective.  We  think 
that  the  spirit  and  intent  of  the  provisions  of  the  Public  Service  Com- 
mission law  places  the  duty  on  this  Commission  when  considering 
applications  to  increase  rates,  to  decide  such  questions  in  the  light 
of  the  evidence  as  to  whether  the  proposed  increases  are  reasonable 
and  just  or  the  old  rates  insufficient  to  yield  reasonable  compensa- 
tion for  the  service  rendered,  and  not  take  the  view  of  penalizing  all 
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the  carriers  for  some  individual  instances  of  corporate  mismanage- 
ment. 

"The  carriers  must  be  enabled  to  afford  safe  and  adequate  service 
to  the  public,  meet  their  financial  obligations,  and  maintain  divi- 
dends in  such  manner  as  to  encourage  further  investments  in  rail- 
ways and  their  stock  and  bonds  in  this  state,  in  order  that  such 
railroads  may  be  able  to  perform  the  increasing  duties  demanded  by 
the  pubhc." 

310— Valuation. 

The  Commission  made  no  valuation  of  the  properties  of  the  applicants. 

"In  authorizing  the  Commission  to  determine  reasonable  rates,  the 
law  does  not  require  that  a  physical  valuation  of  the  property  be 
made  for  that  purpose,  nor  does  it  prescribe  the  character  of  the 
testimony  or  the  basis  of  arriving  at  the  value  of  the  property,  but 
leaves  such  value  as  a  fact  to  be  considered  and  to  which  due  regard 
shall  be  given  by  the  Commission.  By  another  section  of  said  law 
(§60)  the  Commission  is  authorizsd  to  ascertain  the  physical  value  of 
the  property  of  the  carrier  as  a  basis  for  fixing  reasonable  rates,  but 
the  labor,  time  and  expense  required  in  making  a  physical  valuation 
of  the  properties  involved  in  this  proceeding,  or  even  the  property 
of  one  of  the  carriers,  would  be  of  such  magnitude  that  it  was  not 
attempted  by  the  Commission." 

340— Rate  of  Return. 

In  fixing  uniform  rates  to  be  charged  by  all  the  carriers  within  the  state, 
the  Commission  says: 

"The  rates  fixed  will  doubtless  prove  more  profitable  to  some  of  the 
carriers  than  to  others,  nor  do  we  think  a  general  schedule  is  open  to 
criticism  because  of  that  fact.  For  a  carrier  should  not  be  denied  all 
benefit  of  the  advantage  that  comes  from  favorable  location  and  from 
the  efficient  and  economical  management  of  its  property." 

The  Commission  discusses  at  length,  with  liberal  quotations  from  the 
decisions  of  other  Commissions  and  courts,  the  jurisdiction  and  duties 
of  the  Commission  in  fixing  reasonable  rates. 

"It  should  be  borne  in  mind  that  there  is  a  wide  difference  in  the  rule 
of  construction  as  applied  by  the  courts  in  testing  a  rate  prescribed 
by  a  legislative  act  or  by  an  order  of  a  Commission,  on  the  ground  of 
confiscation,  and  that  applied  by  a  Commission  in  its  legislative 
capacity,  unrestricted  by  the  technical  rules  of  evidence,  in  prescrib- 
ing a  reasonable  and  just  maximum  rate.  A  rate  not  so  unjust  and 
unreasonably  low  as  to  be  considered  confiscatory  by  a  court  may  yet 
be  lower  than  a  Commission,  in  the  exercise  of  its  powers,  would  fix 
as  a  reasonable  and  just  maximum  rate  for  the  service  to  be  per- 
formed." 

The  Commission  then  discusses  the  question  of  its  power  to  raise  rates 
above  those  fixed  by  statute,  and  bases  its  right  to  so  regulate  the  rates 
of  the  companies  under  its  jurisdiction  upon  the  unanimous  decision 
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of  the  Supreme  Court  of  the  State  in  the  case  of  State  ex  rel.  Missouri 
Southern  R.  Co.  v.  Pubhc  Service  Commission,  259  Mo.,  I.e.  728,  729; 
168  S.  W.  1156.     This  case  was  reported  in  5  Rate  Research  362. 

450— Value  of  Service  Theory. 

In  taking  up  the  problem  of  distributing  the  burden  of  transportation 
over  the  various  classes  of  traffic,  commodities,  and  individual  ship- 
ments so  that  each  may  bear  a  proper  proportion  of  such  burden  and 
continue  to  move  freely,  the  Commission  says: 

"The  expression,  'what  the  traffic  will  bear',  has  fixed  in  the  minds 
of  the  public  perhaps  an  improper  meaning  of  that  term.  In  its 
true  significance,  however,  this  expression  sums  up  the  answer  to 
the  problem  above  outlined,  i.  e.,  the  proper  distribution  of  the 
burden  of  transportation  between  the  various  commodities  and  classes 
of  traffic  offered  for  transportation.  The  end  sought  to  be  secured 
in  the  solving  of  this  problem  is,  and  must  at  all  times  under  the 
statute  be,  the  distribution  of  the  burden  of  transportation  between 
various  commodities  and  classes  of  traffic  in  such  manner  that  the 
total  income  derived  from  the  rates  charged  by  the  carriers  may 
afford  it  that  compensation  to  which  the  statute  declares  it  to  be 
entitled,  and  yet  at  the  same  time  permit  all  the  varying  classes  of 
traffic  to  enjoy  a  full  and  free  movement  throughout  the  territory 
reached  and  served  by  the  lines  of  such  carriers." 


TENNESSEE 

629 — Competition. 

Flat  Creek  Telephone  Company,  Application  for  Authority  to 
Reduce  Rates.  Decision  of  the  Tennessee  Railroad  Commission 
Granting  the  Application.  December  7,  1915.  P.  U.  R.  1916B. 
p.  80. 

The  Commission  permits  the  company  to  reduce  its  rates  below  those 
prescribed  in  a  former  order  to  meet  the  rates  of  a  competitor,  a  mutual 
telephone  company. 

The  Commission  says : 

"Upon  all  the  facts  as  presented  we  find  that  for  the  petitioner  to 
adhere  to  the  rates  and  charges  as  fixed  by  this  Commission  in  its 
order  of  December  15,  1914,  would  make  a  hardship  on  petitioner 
and  that  said  petitioner  should  be  allowed  to  meet  the  rates  and 
charges  of  a  legitimate  competitor," 


IDAHO 

228.1 — Approval  of  Franchises. 

Application  of  Wilcox   and  Jones   for  Authority  to  Construct 
AND  Operate  a  Gas  Plant  in  the  City  of  Idaho  Falls,  Idaho.     De- 
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cision  of  the  Idaho  Public  Utilities  Commission,  Granting  Authority 
to  the  Applicant  Best  Able  to  Serve  the  Public.     February  12,  1916. 

Two  applications  were  filed  some  ten  days  apart,  asking  in  each  instance 
for  a  certificate  of  convenience  and  necessity  to  authorize  the  construc- 
tion and  operation  of  a  gas  plant  in  Idaho  Falls.  The  Commission 
says: 

"If  all  other  conditions  and  facts  surrounding  the  two  applications 
were  equal,  then  the  preference  should  be  given  to  the  party  first 
making  proper  application  therefor.  The  policy  of  this  Com- 
mission is  now,  and  has  been  ever  since  its  establishment,  that 
public  utilities  of  this  character  should  have  a  monopoly  of  a  field 
so  long  as  they  give  the  public  adequate  service  at  reasonable  rates. 
In  fact,  we  feel  confident  that  neither  of  these  applicants  would 
desire  a  certificate  if  he  felt  that  both  were  going  to  be  granted  the 
right.  The  question  that  is  squarely  presented  is,  from  all  the 
evidence,  facts  and  surroundings  of  these  cases,  which  applicant 
is  entitled  to  a  certificate?  The  preference  should  be  given  to  that 
party  who  is  acting  in  good  faith,  has  the  funds  or  financial  backing 
to  carry  his  plans  into  execution  within  a  reasonable  time,  and  who 
will  construct  a  modern,  up-to-date  plant." 

The  Commission  investigated  the  merits  of  both  applicants  and  found 
that  the  second  applicant  is  in  the  stronger  position  of  the  two. 

"The  controlling  factor  in  a  controversy  of  this  kind  is  the  public 
convenience  and  welfare;  making  a  concrete  application  of  that 
rule  to  the  present  proceeding,  the  question  naturally  arises  which 
one  of  these  applicants  will  be  able  to  render  the  best  ser^^ce  to  the 
public." 

A  certificate  is  granted  the  second  applicant  and  the  application  of 
the  first  is  dismissed. 

MISSOURI 

228— Franchises. 

Sessinghaus  v.  St.  Louis  Merchants  Bridge  Terminal  Railway 
Company,  Asking  that  the  Respondent  Be  Required  to  Furnish  Depot 
Facilities  as  Specified  in  its  Franchise.  Decision  of  the  Missouri 
Public  Service  Commission,  Dismissing  the  AppUcation.  Decem- 
ber 31,  1915. 

The  Commission  is  virtually  asked  to  enforce  the  terms  of  the  Company's 
franchise  and  to  order  the  erection  of  a  passenger  depot  in  accordance 
with  the  provision  of  the  franchise.  The  Commission  holds  that  it  does 
not  have  the  right  to  exercise  judicial  power  enforcing  the  terms  of 
franchise  contracts. 

"Under  the  terms  of  the  Public  Service  Commission  Law,  in  order 
to  enforce  specific  franchise  obligations  against  common  carriers, 
complaint  may  be  made  to  the  Commission,  first,  to  hear  and  de- 
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termine  the  question  of  law  and  fact  and  thereupon  issue  the  appro- 
priate order,  or  second,  to  institute  the  necessary  legal  proceeding 
through  its  general  counsel  in  the  circuit  court  as  contemplated  by 
section  64.  See  State  ex  inf.  v.  Kansas  City  Gas  Co.,  254  Mo.  515, 
163  S.  W.  854;  Missouri  Valley  R.  Co.  v.  Cupples  Station  L.  H.  & 
P.  Co.,  2  Mo.  P.  S.  C.  1,  10-12.  Like  provisions  are  found  in  the 
Public  Service  Commission  Law  relating  to  other  utilities.  Sec- 
tions 69,  84  and  105.  See  Cole  v.  Ft.  Scott  &  Nevada  Light,  etc.,  Co., 
1  Mo.  P.  S.  C.  130,  150  to  160;  Hume  Tel.  Co.  v.  Liggett,  1  Mo. 
P.  S.  C.  409." 

The  Commission  in  this  case  takes  up  the  question  as  to  whether  or  not 
public  convenience  and  necessity  require  the  additional  facilities.  The 
Commission  finds  that  the  present  service  and  facilities  of  the  company 
are  adequate  and  the  petition  is  dismissed. 

ILLINOIS 

129 — Default  in  Public  Service. 

City  of  Pana  v.  Central  Illinois  Public  Service  Company,  Com- 
pliant as  to  Proposed  Discontinuance  of  Heating  Service.  Decision 
of  the  Illinois  Public  Utilities  Commission  Requiring  the  Company 
to  Resume  Furnishing  the  Service  Until  Further  Hearing  Before  the 
Commission.     December  16,  1915.     P.  U.  R.  1916B,  p.  177. 

The  defendant  notified  its  customers  that  it  would  discontinue  fur- 
nishing heating  service.  Upon  complaint,  the  Commission  ordered 
the  company  to  resume  service  until  further  order  of  the  Commission. 
The  right  of  a  public  utility  to  discontinue  service  is  discussed  as  fol- 
lows: 

"The  Commission  has  power  and  authority  to  permit  a  public 
utility  to  discontinue  serving  the  public  where  the  conditions  justify 
and  demand  it,  and  whether  the  conditions  justify  and  demand  it 
is  a  question  that  should  receive  full  consideration  upon  a  hearing 
by  the  Commission  in  proceedings  instituted  for  that  purpose. 
The  consumers  should  have  sufficient  notice  of  the  proceedings 
having  been  instituted  and  pending  before  the  Commission,  and 
the  public  in  general  which  will  be  affected  by  the  decision  should 
be  given  sufficient  information  of  such  proceedings.  The  reasons 
of  this  are  obvious. 

"If  the  public  utility  is  operated  at  a  substantial  loss,  it  no  doubt 
is  in  a  position  to  know  this,  and  if  it  cannot  serve  the- public  with- 
out loss  at  the  rates  being  charged,  it  should  apply  to  the  Com- 
mission for  an  increase  of  rates,  if  it  desires  such  increase,  and  if 
it  desires  to  discontinue  serving  the  public,  then  it  is  incumbent 
upon  it  to  apply  to  the  Commission  for  permission  to  discontinue 
such  service,  and  reasonable  notice  be  given  by  it  to  the  public  that 
it  will  discontinue  service  if  permitted  to  do  so  by  the  Commission, 
and  that  application  has  been  or  will  be  made  to  the  Commission 
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for  such  permission.  The  service  should  be  continued  until  a  hear- 
ing is  had  and  the  question  determined  in  a  proceeding  instituted 
for  that  purpose. 

"It  is  evident  that  the  law  does  not  intend  that  public  utilities  may 
abandon  serving  the  public  at  any  time  they  may  wish  to  do  so 
without  any  regard  to  the  rights  or  interests  of  the  public." 

REFERENCES 

INVESTMENT  AND  RETURN 

360 — Depreciation. 

Depreciation  as  an  Element  in  Rate  Making,  by  Jared  How. 
Journal  of  Electricity,  Power  and  Gas,  March  4,  1916.  p.  184.  1| 
pages. 

The  argument  against  deducting  accrued  theoretical  depreciation  from  the  cost 
to  reproduce  a  utility  is  taken  from  a  brief  presented  by  Mr.  How  in  a  rate  case 
of  the  Northern  California  Bower  Company,  before  the  California  Railroad  Com- 
mission. 

The  writer  makes  the  point  that  all  expenses  incurred  by  the  owner  of  a  public 
utility,  whether  for  operation  of  the  property  or  maintenance  of  it,  stand  upon 
the  same  footing.  A  barrel  of  oil  may  be  consumed  in  twenty  minutes  and  a 
steel  rail  in  a  railroad  track  in  twenty  years,  but  the  result  is  the  same.  Pro- 
vision for  the  renewal  of  the  long  life  property  is  made  over  a  term  of  years  and 
an  amount  collected  in  a  fund,  simply  as  a  means  of  equalizing  the  burden  of 
maintenance  of  such  property  to  all  users  during  the  life  of  the  property. 

The  writer  says: 

"It  is  perfectly  obvious  that  the  so-called  theoretical  depreciation  is  not 
depreciation  at  all;  and  that  it  is  merely  progress  toward  the  necessity  for 
expenditures  for  maintenance.  It  has  nothing  to  do  with  deterioration  of 
the  composite  plant,  considered  as  one  entire  instrument  for  the  performance 
of  the  obligation  to  render  the  service  to  the  public  which  its  owner  has  assumed. 

"It  is  equally  plain  that  the  so-called  depreciation  fund  is  not  a  depreciation 
fund  at  all;  and  that  it  is  merely  a  maintenance  fund — a  fund  accumulated 
for  use  in  the  future  to  provide  for  the  expense  of  the  owner  of  the  property, 
which  must  be  incurred,  in  performing  its  obligation  to  maintain  the  property, 
at  all  times,  in  condition  such  that  it  will  sufficiently  render  the  service  for 
which  it  was  installed.  So  long  as  that  obligation  is  performed,  the  property 
employed  in  the  service  never  deteriorates  in  efficiency  and,  therefore,  never 
depreciates  in  value  for  the  only  use  by  which  its  value  may  be  estimated, 
because  the  only  use  to  which  it  may  ever  be  put — the  service  to  the 
public  for  which  it  was  enlisted  under  the  franchise  which  covers  it.  And 
it  seems  to  follow  decisively  that,  so  long  as  that  obligation  is  performed, 
the  value  of  the  use  of  the  property  as  between  its  owner  and  the  public  which 
it  serves,  never  can  depreciate. 

"It  is  perfectly  clear,  further,  that,  inasmuch  as  this  so-called  depreciation 
fund  has  been  collected  from  the  public  by  the  public  servitor  for  the  purpose 
of  providing  it  with  money  to  meet  the  expense  of  replacements  when,  from 
time  to  time,  they  shall  become  necessary  for  the  maintenance  of  the  property, 
the  fimd  can  be  used  only  for  that  purpose.  (Louisiana  Railroad  Com.  vs. 
Cumberland  Tel.  Co.,  212  U.  S.,  at  pages  424-5.)  It  is  a  quasi  trust  fund  for 
the  performance  of  the  obligation  of  the  public  servitor  to  the  public  to  keep 
the  property  devoted  to  the  use  of  the  public  always  in  a  condition  of  complete 
efficiency.     If  it  were  in  fact  a  depreciation  fund,  instead  of  a  maintenance 
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fund,  its  function,  of  course,  would  be  to  compensate  the  owner  of  the  property 
for  the  loss  which  it  has  sustained  in  the  depreciation  of  the  value  of  its  prop- 
erty necessarily  involved  in  rendering  the  service  to  the  public — to  amortize 
the  investment  so  far  that  depreciation  in  value  has  progressed.  If  that  were 
its  function,  the  amount  in  the  fund  would,  as  collected,  be  distributable  to 
the  stockholders  or  the  owner  of  the  property  to  indemnify  them  for  loss  in 
their  investment.  The  fact — and  nobody  will  contend  that  it  is  not  a  fact — 
that  the  so-called  depreciation  fund  may  not  properly  be  so  distributed,  but 
that  it  must  be  used,  and  used  only,  for  replacement  of  such  portions  of  the 
property  as  shall  have  been  consumed  in  the  service,  is  a  complete  demon- 
stration to  the  conclusion  that  the  fund  is  not  a  depreciation  fund  at  all  and 
that  it  is  merely  a  fund  provided  for  the  payment  of  the  expenses  of  operating 
the  property.     .     .     . 

The  fair  value  of  the  property  at  the  time  of  its  use  means  the  fair  value  of  the 
property  continuing  in  the  service  of  the  public.  The  utility  is  obligated  to  main- 
tain its  property  in  a  condition  of  entire  adequacy. 

"Theoretical  depreciation,  therefore,  is  based  upon  a  tendency  to  destruction 
and  is  measured  by  a  growth  toward  destruction,  neither  of  which  has  any 
existence. 

"The  conclusion  is  not  to  be  escaped,  then,  that  lessening  the  fair  value  of 
privately  owned  public  service  properties  by  the  amount  of  accrued  theoretical 
depreciation  for  the  determination  of  the  'basis  of  calculation'  of  the  just  com- 
pensation to  the  owner  for  the  service  rendered  to  the  public,  results  in  con- 
fiscation from  the  owner  of  just  that  amount  of  'the  value  of  that  which  it 
employs  for  the  public  convenience.'  Minnesota  Rate  Case,  230  U.  S.  at 
page  435." 

PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation — Law  and  Practice. 

List  of  Recent  References  on  Public  Service  Rates  with  Special 
Reference  to  Regulation,  Library  of  Congress — Division  of  Bibli- 
ography.    Special  Libraries,  February,  1916,  p.  21.     8  pages. 

A  list  of  references  pertaining  to  rates  and  rate  regulation  of  electric,  gas,  street 
railway,  telephone  and  water  utilities  is  here  given,  as  compiled  by  H.  H.  B.  Meyer' 
Chief  Bibliographer,  Library  of  Congress. 

200 — Public  Service  Regulation — Law  and  Practice. 

The  Record  of  the  Public  Service  Commission,  by  Thomas  Duncan, 
Chairman  of  the  Indiana  PubHc  Service  Commission.  Paper  Read 
Before  the  IndianapoUs  Chamber  of  Commerce,  February  29,  1916. 

The  Chairman  of  the  Indiana  Commission  in  this  address  reviewed  the  work  of  the 
Commission,  explained  the  difficulties  met  in  the  most  important  cases  before 
the  Commission,  the  final  disposition  of  these  cases  and  the  benefit  accruing  to 
the  public  in  each  instance.  The  position  taken  by  the  Commission  on  general 
principles  of  regulation  was  discussed  and  the  following  extracts  regarding  protec- 
tion from  competition  and  issue  of  securities  are  taken  from  the  paper. 

132 — Protection  from  Competition. 

"We  have  refused  to  permit  the  duplication  of  property  where  the  existing 
utility  has  surrendered  its  franchises.  This  is  not  an  inflexible  rule,  and  cer- 
tificates of  convenience  and  necessity  will  be  issued  to  competing  companies 
where  the  company  operating  fails  or  refuses  to  render  reasonably  adequate 
service,  and  holds  to  an  unconscionable  franchise." 
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221.1— Issue  of  Stocks  and  Bonds. 

"The  statute  imposes  upon  the  Commission  the  duty  of  authorizing  the  issue 
of  stocks  and  bonds  and  other  evidence  of  indebtedness.  But  this  duty  imposed 
is  hedged  about  by  certain  inflexible  statutory  limitations  beyond  which  we 
cannot  go.  The  statute  does  not  make  us  the  guardian  of  either  the  public 
service  corporations  or  the  investors  in  their  securities.  The  Law  simply 
empowers  us  to  hear  the  evidence  and  determine  the  facts,  and  if  we  find  that 
the  proposed  issue  complies  with  the  Law  authority  must  be  granted.  The 
Courts  will  and  have  mandated  us  to  issue  the  authority.  The  Courts  have 
held  such  laws  unconstitutional  in  every  instance  whei'e  a  ministerial  body 
has  been  given  power  to  grant  or  refuse  the  authority  in  its  discretion. 

"The  Commission  is  authorized  to  grant  the  authority  for  the  issue  of  stock 
and  bonds  for  three  purposes:  (1)  For  the  acquisition  of  property  or  the  en- 
largement of  its  plant.  (2)  For  the  reimbursement  of  the  treasury  for  money 
actually  expended  for  capital  account  from  income.  (3)  For  the  discharge  or 
lawful  refunding  of  its  obligations. 

"The  utility  is  required  to  set  forth  in  its  petition:  (1)  The  amount  and 
character  of  the  securities  to  be  issued.  (2)  The  purpose  for  which  they  are  to 
be  issued.  (3)  The  description  and  estimated  value  of  any  property  to  be 
acquired  through  said  issue.  (4)  The  amount  of  cash  to  be  received  for  such 
issue.  (5)  The  financial  condition  of  such  utility  and  its  previous  operations 
so  far  as  relevant. 

"Stocks  and  bonds  can  only  be  issued  for  money  or  for  labor  or  property  at 
its  true  money  value  as  found  and  determined  by  the  Commission.  Yet,  when 
the  statute  has  been  complied  wuth  and  bonds  are  lawfully  issued  for  money 
or  for  property  or  labor  at  its  true  money  value,  such  bonds  often  become  a 
part  of  a  great  mass  of  pre-existing  bonds  for  which  the  company  received  little 
or  no  consideration.  As  a  part  of  the  total  aggregate  issue  the  bonds  may  or 
may  not  be  good.  But  recently  the  Supreme  Court  handed  down  its  invincible 
mandate  and  directed  us  to  issue  bonds  we  thought  ought  not  to  be  issued. 
Assume  that  in  that  particular  instance  the  bonds  were  not  good.  Is  the  Com- 
mission responsible?  The  Court  says  that  the  legislature  has  not  granted  us 
the  power  to  determine  that  question. 

"Under  this  statute  we  have  authorized  the  issue  of  more  than  thirty  millions 
of  securities,  a  part  of  which  have  been  for  refunding  obligations.  Here  we 
have  the  least  power.  The  only  inquiry  we  can  make  is:  Is  the  obligation  to 
be  refunded  a  lawful  obligation?  If  so,  the  Courts  will  mandate  us  to  issue 
the  authority.  If  it  is  for  the  acquisition  of  property  or  the  enlargement  of  its 
plant,  etc.,  or  to  reimburse  its  treasury  for  money  expended  to  capital  account 
we  have  a  different  inquiry.  We  must  find  that  the  utility  has  received  or 
will  receive  in  property  or  labor  the  true  worth  of  its  money.  The  statute 
provides  that  bonds  may  be  sold  for  seventy-five  per  cent  of  their  face  value. 

"We  have  earnestly  endeavored  to  determine  the  value  of  the  property  that 
has  been  or  will  be  acquired  with  the  proceeds  of  the  issues  sought  to  be  author- 
ized. We  have  prescribed  rules  that  require  the  utility  to  set  forth  by  items 
the  property  to  be  paid  for,  and  to  set  forth  its  location  and  in  a  number  of 
instances  have  sent  our  engineers  to  check  the  statements  filed  by  the  utilities 
and  in  a  few  instances  we  have  found  that  they  were  not  correct  reports.  For 
nearly  three  years  we  know  that  the  proceeds  derived  from  the  sale  of  securi- 
ties authorized,  less  those  for  refunding,  have  gone  into  the  properties  of  these 
various  companies.  But  this  does  not  guarantee  that  the  securities  are  good 
investments.  No  state  has  yet  devised  a  law  that  enables  a  commission  of 
any  kind  to  undo  the  mistakes  or  frauds  in  previous  issues  of  securities.  The 
virtue  of  state  regulation  of  the  issue  of  securities  consists  in:  (1)  Preventing 
further  issues  of  stocks  and  bonds  for  labor  or  property  for  more  than  the  true 
money  value  of  the  property  or  labor  received.  (2)  In  providing  investors  a 
means  of  knowing  whether  the  securities  are  desirable  investments  or  not. 

"From  the  proceedings  before  the  Commission  the  investor  can  determine 
whether  or  not  he  should  invest  in  such  securities.     Every  authorized  issue  of 
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bonds  has  increased  the  vakie  of  every  pre-existing  issue  where  such  pre-exist- 
ing issue  was  worth  less  than  par.  By  this  gradual  increase  in  value  of  pre- 
existing securities  the  whole  in  the  course  of  years  will  be  leavened.  Stock 
and  bonds  of  the  par  value  of  millions  have  been  issued  in  the  past  for  little  or 
no  consideration.  Under  a  government  of  laws  there  is  no  way  to  correct  this 
great  offense  except  as  herein  pointed  out." 


GENERAL 

910 — Promotion  and  Growth  of  Business. 

Electricity  in  Rural  Coivimunities.  Electrical  Renew  and  Western 
Electrician,  March  4,  1916.     p.  410.     4^  pages. 

The  article  on  the  development  of  the  use  of  electricity  in  rural  communities 
presents  data  prepared  by  W.  R.  Sammons,  of  the  Knoxville  Railway  and  Light 
Company.  The  uses  to  which  electric  energy  may  be  put  on  the  farm  are 
described.  The  methods  and  practices  of  various  companies  furnishing  the 
service  in  rural  communities  and  their  success  in  obtaining  farm  business,  are 
also  discussed. 

COURT  DECISION  REFERENCES 

830— Public  Ownership. 

Western  New  York  Water  Company  v.  Laughlin  et  al.  Decision 
of  the  Niagara  County  Court.  February  3,  1916.  157  N.  Y.  Supp. 
257. 

The  water  company  brought  action  in  the  court  as  a  tax  payer  and  complained 
that  the  city  of  Niagara  and  city  officials  have  wastefuUy  and  unwisely  paid  out 
certain  public  funds  in  its  capacity  as  a  water  utility.  The  court  finds  that  there 
are  no  grounds  upon  which  to  sustain  action  against  the  city. 

132 — Protection  From  Competition. 

In  the  introduction  to  the  case,  the  court  says: 

"This  litigation  is  the  outcome  of  legislation  by  which  instead  of  recognizing 
that  competition  in  supplying  water  to  a  municipality  and  its  inhabitants 
involves,  from  an  economic  standpoint,  a  great  waste  of  money  in  the  dupli- 
cation of  plants  and  mains,  and  in  serious  inconvenience,  annoyance  and  injury 
to  the  public  incident  to  the  opening  of  streets  and  the  damage  to  pavements 
and  other  local  improvements  thereby,  and  that  therefore  the  business  is 
in  its  nature  monopolistic,  in  the  sense  that  there  should  be  but  one  service 
corporation  therefor  operating  in  a  given  territory,  with  the  water  rates  to 
be  charged  thereby  regulated  by  law,  and  on  that  theory  extending  the 
franchises  of  the  plaintiff,  a  private  water  corporation,  with  a  plant,  mains, 
and  service  pipes,  duly  engaged  in  supplying  a  large  part  of  the  city  and  its 
inhabitants  with  water,  or  requiring  the  city  to  acquire  the  plant  and  franchises 
of  the  plaintiff,  the  city  has  been  authorized  to  acquire  the  plant  and  franchises 
.  of  the  plaintiff  at  private  sale,  or  by  the  exercise  of  the  power  of  eminent  domain 
(Section  592,  c.  300,  Laws  1904  added  by  Laws  1908,  c.  145,  being  the  charter 
of  the  City  of  Niagara  Falls)  and,  without  doing  either,  the  city  has  been 
vested  with  discretionary  power,  which  it  has  exercised  to  engage  in  com- 
petition with  the  plaintiff  (Charter,  Section  591).  This  unequal  struggle 
accounts  for  the  great  expenditure  of  time  and  money  by  the  plaintiff  in  investi- 
gating the  city  and  the  board  of  water  commissioners,  evidently  with  a  view 
to  embarrassing  the  municipality  with  respect  to  letting  contracts  for  the 
extension  of  its  water  supply  system  in  competition  with  plaintiff." 
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COMMISSION  DECISIONS 
COLORADO 

300 — Investment  and  Return. 

Colorado  Springs  Light,  Heat  and  Power  Company,  Application 
for  Rehearing  of  Former  Order  Fixing  Electric  Rates.  Decision  of 
the  Colorado  Public  Utilities  Commission,  Modifying  Former  Order 
and  Dismissing  Petition  for  Rehearing.     March  1,  1916. 

The  former  order  of  the  Commission  fixing  rates  for  electric  service 
of  the  Colorado  Springs  Light,  Heat  and  Power  Company  was  rendered 
December  15,  1915  (8  Rate  Research  216).  The  rates  were  made 
effective  as  of  January  1,  1916.  The  Company  applied  for  and  was 
granted  an  extension  of  time  to  February  1 ,  in  order  to  give  the  Com- 
pany time  to  collect  the  information  as  to  the  connected  load  of  each 
customer,  upon  which  factor  some  of  the  new  rates  were  based,  and  to 
determine  the  probable  effect  of  the  change  in  rates. 

Subsequently  the  company  filed  with  the  Commission  its  objection  to 
the  order  and  applied  for  a  rehearing  of  the  case. 

224.5 — Rates  Fixed  by  Contract. 

The  company  contended  that  the  Commission's  order  expressly  abro- 
gates contracts  with  individuals  and  municipalities.  The  Commission 
says: 

"The  duties  of  this  Commission  are  clearly  expressed  in  the  laws  of 
the  State  of  Colorado  pertaining  to  public  utilities,  and  it  became 
our  duty,  after  the  hearing  of  the  above  cause,  to  order  the  respondent 
company  to  install  just  and  reasonable  charges  and  rates,  and  to  do 
away  with  all  alleged  discrimination  in  its  rates  and  charges,  rules, 
regulations,  practices  and  contracts.  One  of  the  fundamental 
reasons  for  State  and  Federal  regulation  of  public  utilities  is  to 
prevent  and  prohibit  illegal  discrimination  as  between  patrons.  It 
is  certainly  true  that  the  utility  must  serve  all  its  patrons  of  the 
same  class  and  conditions  of  service  at  the  same  rates,  and  accord 
to  each  the  same  consideration.  In  the  order  of  the  Commission 
in  the  above  cause,  rendered  on  the  15th  day  of  December,  1915, 

Editorial  Note — All  indented  matter  is  direct  quotation. 
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the  respondent  was  ordered  to  eliminate  illegal  discriminatory  rates, 
charges  and  contracts,  and  was  specifically  directed  to  show  no 
favoritism  to  its  officers,  directors,  stockholders  and  employes  as  to 
rates  and  charges,  and  rules  and  regulations  surrounding  the  same. 
The  Commission  also  ordered  the  respondent  to  collect  from  one 
G.  A.  Taff,  in  moneys,  for  all  electrical  energy  furnished  to  him  by 
the  said  respondent  corporation  from  and  after  the  date  of  the  order, 
in  accordance  with  the  schedule  of  rates  and  charges  as  specified  by 
the  Commission,  and  to  djesist  from  the  practice  of  furnishing 
electricity  to  the  said  G.  A.  Taff,  in  accordance  with  the  terms  of 
an  old  contract,  without  a  charge  being  made  therefor. 
"  'In  view  of  the  numerous  sections  of  the  Utilities  Act  expressly 
mentioning  contracts  as  being  within  the  purview  of  the  jurisdiction 
of  the  Commission,  and  in  view  of  numerous  cases  upholding  the 
authority  of  the  State  to  regulate  and  abrogate  contracts  which 
purport  to  cover  rate  regulation,  it  must  be  held  that,  although 
counsal  is  here  urging  that  the  contracts  in  question  are  inviolable 
contracts  under  the  Federal  and  State  constitutions,  no  argument 
is  presented  that  the  contracts  in  question  are  not  subject  to  regula- 
tion by  this  Commission.  In  every  case  of  this  character  it  is  to  be 
presumed  that  the  contracts  are  within  the  scope  of  the  right  of 
regulation  unless  the  contrary  clearly  appears.  The  general  view  of 
the  subject  matter  here  is  forecast  by  Mr.  Justice  Scott  in  the  recent 
case  of  Wolverton  v.  Mountain  States  T.  &  T.  Co.,  142  Pac.  165 
(6  Rate  Research  25,  26) : 

"  'And  it  is  now  held  that  even  in  case  of  such  contracts  with  public 
utilities  for  specific  rates  and  for  definite  periods  of  time,  these  are 
subject  to  legislative  acts  of  regulation.'  Citing  Louisville  &  Nash- 
ville R.  R.  Co.  V.  Mottley,  219  U.  S.,  467;  Southern  Wire  Company 
V.  St.  Louis  Bridge  &  T.  Co.,  28  Mo.  App.,  191. 
"And  likewise  by  the  quotation  made  in  Colorado,  etc.,  Co.  v.  Rail- 
road Commission,  54  Colo.,  64,  at  p.  92,  from  the  decision  of  the 
Supreme  Court  of  the  United  States  in  Mo.  Pac.  Ry.  Co.  v.  Kansas, 
216  U.  S.,  262,  as  follows: 

"  'Unquestionably  the  railroad  property  is  protected  by  the  con- 
stitutional guarantees,  but  these  rights  are  not  abridged  by  their 
being  subjected  to  reasonable  governmental  power  of  regulation.'  " 
The  Commission  finds  no  evidence  of  conflict  between  franchise  pro- 
visions and  the  order  in  question,  but  says  further: 

"In  this  connection  it  should  be  remembered  that  this  Commission 
has  taken  the  position  heretofore  that  it  is  its  duty  to  make  reason- 
able and  just  rates,  regardless  of  whether  certain  defined  rates  and 
charges  are  set  forth  in  a  franchise  contract  or  ordinance  between 
the  municipality  on  the  one  hand  and  the  public  utility  on  the  other. 
The  fact  that  a  contract  is  involved  in  no  respect  alters  the  right  of 
the  Commission  to  revise  rates,  unless  the  Constitution,  or  the 
Legislature  of  the  State,  expressly  delegated  to  the  municipality 
the  power  to  contract,  inviolably,  for  rates  for  the  period  covered 
by  the  franchise  granted. 
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"We  quote  from  the  decision  in  Benwood  v,  Public  Service  Com- 
mission, 83  S.  E.  (Va.),  295: 

"  'Though  the  grant  and  acceptance  of  the  franchise  wherein  certain 
rates  were  fixed,  created  a  contract  between  the  water  company  and 
the  city  of  Benwood,  the  rates  thereby  fixed  are  nevertheless  cogniz- 
able for  revision  by  the  Public  Service  Commission  under  the  broad 
powers  delegated  thereto,  unless  prior  to  the  delegation  of  those 
powers  the  Legislature  expressly  delegated  power  to  the  City  of 
Benwood  which  authorized  the  city  to  contract  inviolably  for  the 
rates  mentioned  in  the  franchise  for  the  period  stated  therein.  Rate 
making  is  a  legislative  act.  It  is  inherent  in  and  belongs  primarily 
to  the  Legislature.  The  rate  making  power  is  a  power  of  Govern- 
ment— a  police  power  of  the  State.  The  City  of  Benwood  at  the 
time  of  the  making  of  the  franchise,  had  no  rate  making  power  that 
•  could  bind  the  State,  if  the  Legislature  of  the  Sovereign  State  had 
not  theretofore  delegated  the  same  to  the  city.  And  if  such  delega- 
tion or  grant  of  rate  making  power  was  made  to  the  City  prior  to 
the  delegation  of  general  and  state  wide  powers  in  the  same  par- 
ticular by  the  Legislature  to  the  Public  Service  Commission,  the 
language  relied  upon  as  evidence  of  such  delegation  or  grant  to  the 
city  must  be  clear  and  express.  The  presumption  is  against  exclu- 
sive delegation  of  the  Legislature's  sovereign  rate  making  power  to  a 
municipality.  Unless  there  has  been  such  delegation,  by  clear  and 
express  terms,  the  power  is  reserved  in  the  State,  which  can  exercise 
it  at  such  times  and  to  such  extent  as  may  be  found  advisable.' 

"In  the  case  of  State  ex  rel.  Webster  v.  Superior  Court,  67  Wash.,  37; 
120  Pac,  861,  at  page  866,  it  is  said: 

"  'Where  the  State  is  a  party  and  it  appears  there  has  been  no  express 
grant  or  waiver  of  its  constitutional  right  to  fix  rates  so  as  to  give 
an  ordinance  the  force  of  a  contract  binding  upon  the  State  (granting 
that  under  our  constitution  this  could  be  done),  it  cannot  be  held, 
either  as  a  matter  of  law  or  policy,  that  a  franchise  such  as  the  one 
now  under  consideration  is  a  contract  binding  upon  the  State  of 
Washington,  and  for  several  reasons,  the  power  to  fix  rates  being  a 
right  reserved  by  the  people  of  the  State,  cannot,  in  the  light  of  the 
constitution,  be  held  to  be  an  incident  to  the  right  to  frame  a  free- 
holder's charter.'  " 

The  Commission  also  cites  the  case  of  Milwaukee  E.  R.  &  L.  Company 
V.  Railroad  Commission  (Wis.),  238  U.  S.,  174;  59  L.  E.,  P.  1254. 

411 — Apportionment  of  Expense. 

In  its  former  order  the  value  of  the  property  used  in  the  electric  utility 
was  determined  separately  from  the  gas  and  steam  properties  and  the 
expenses  were  apportioned  between  the  three  departments. 

In  its  application  for  rehearing  the  company  contends  that  its  hydro 
and  electric  properties,  gas  properties,  and  steam  properties  should 
not  be  segregated  for  rate  making  purposes,  but  the  Commission  states 
that  unless  the  gas  property  of  the  respondent  is  segregated  from  the 
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electric  properties,  the  patrons  of  the  electric  department  will  be  com- 
pelled to  maintain  the  gas  plant  of  the  respondent,  "an  arrangement 
for  which  there  is  no  apparent  authority  in  law."  In  the  former  inves- 
tigation the  Commission  found  that  the  electric  department  was  earn- 
ing 12.27  per  cent,  and  the  gas  1.16  per  cent. 

"The  gas  property  of  this  respondent  is  physically  separate  and 
distinct  from  the  Company's  hydro  and  electric  properties,  and  this 
Commission  is  unable  to  find  authority  for  the  proposition  that,  for 
rate-making  purposes,  gas  and  electric  properties  owned  by  one 
company  should  be  valued  as  one  property  and  the  rate  of  return 
based  upon  the  earnings  of  the  entire  property.  In  fact,  counsel 
for  respondent  frankly  admits  that  this  theory  is  without  precedent. 

"It  is  also  earnestly  contended  by  the  respondent  that  steam  heat  is 
really  a  by-product  of  the  Company's  manufacture  of  electricity, 
and  that  the  steam  heating  and  the  steam  and  hydro-electric  prop- 
erties should  be  valued  as  one  for  rate  making  purposes.  This  view 
cannot  be  accepted.  While  it  is  true  that  it  is  somewhat  difficult 
to  physically  segregate  certain  parts  of  the  respondent's  steam  heat- 
ing property  from  its  electric  generating  plant,  this  condition  exists 
only  as  to  a  small  portion  of  the  two  properties.  Should  this  theory 
be  accepted,  however,  and,  for  purposes  of  rate  making,  the  steam 
heating  and  hydro  and  electric  properties  of  the  respondent  be 
considered  as  one  property  for  the  purpose  of  arriving  at  a  present 
fair  value  upon  which  to  base  a  reasonable  rate  of  return,  it  is 
apparent  from  the  schedule  of  rates  hereinafter  set  forth  that  the 
respondent  would  still  be  earning  a  rate  of  return  of  from  7^  to  8 
per  cent  upon  the  values  of  these  two  properties  combined  as  one. 

310— Valuation. 

The  findings  of  the  Commission  set  forth  in  the  former  decision  regarding 
valuation  of  the  properties,  working  capital,  and  overhead  expenses  are 
left  unchanged. 

The  question  was  brought  up  as  to  whether  or  not  accrued  depreciation 
should  be  deducted  from  the  reproduction  cost  of  the  property.  The 
Commission  states  that  reproduction,  less  depreciation,  was  one  of  the 
tests  adopted  by  the  Commission  in  this  case  and  that  there  is  high 
authority  to  sustain  this  position.  The  following  cases  are  cited  and 
their  bearing  on  this  point  shown:  City  of  Belleville  v.  St.  Claire" 
County  Gas  &  Electric  Company,  decided  by  the  Illinois  Commission, 
November  24,  1915  (8  Rate  Research  274);  decision  of  the  Idaho 
Supreme  Court  in  Murray  v.  Public  Utilities  Commission,  150  Pac,  47 
(7  Rate  Research  363) ;  Knoxville  v.  Knoxville  Water  Company,  U.  S. 
Sup.  Ct.,  212  U.  S.  (53  L.  Ed.),  378,  and  Simpson  v.  Shepard,  230  U.  S. 
Sup.  Ct.  (57  L.  Ed.),  1564  (3  Rate  Research  195,  196). 

149 — Holding  Companies. 

"The  respondent  pays  into  the  treasury  of  the  holding  company  2 
per  cent  of  its  gross  sales  to  cover  general  supervision  expense.  In 
the  opinion  of  this  Commission  a  regulatory  body  would  indeed  be 
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unwise  in  prohibiting  this  operating  company  from  paying  annually 
into  the  treasury  of  a  holding  company,  a  sum  of  money  equalling 
2  per  cent  of  the  gross  sales  to  cover  general  supervision  expense. 
This  Commission  is  acting  in  a  dual  capacity  in  the  regulation  of 
rates  of  public  utilities;  it  must  protect  the  public  in  the  charges  for 
the  service,  as  well  as  in  the  adequacy  of  the  service,  and  at  the  same 
time  it  must  protect  the  utility  and  its  stockholders.  Losses  due 
to  poor  management  must  be  borne  by  stockholders,  as  this  is  the 
penalty  of  inefficiency;  therefore,  the  importance  of  discouraging 
poor  management  and  encouraging  good  management  is  fully 
realized." 

920 — Economy  and  Efficiency. 

The  Commission  also  states  that  the  management  has  been  excellent 
and  that  the  local  management  has  brought  about  a  reduction  in  the 
cost  of  operation. 

"It  is  and  shall  be  the  position  of  this  Commission  to  condenm 
wasteful  cost  in  operation  of  public  utilities,  to  the  extent  that 
excessive  cost  of  operation  will  not  be  countenanced  in  rate  cases, 
and  at  the  same  time  efficient  management  will  be  encouraged  in 
every  manner  possible.  In  this  case,  .  .  .  due  consideration 
has  been  given  to  the  effect  of  the  economical  management  of  the 
respondent  company." 

720— Rate  Schedules. 

The  Commission  states  that  the  Company's  contentions  regarding  the 
unreasonableness  of  the  rate  schedules  prescribed  in  the  former  order 
have  some  merit.  Without  setting  forth  the  company's  objections  or 
its  own  reasons  for  making  the  change,  the  Commission  prescribes  a 
new  set  of  rates,  effective  as  of  March  1,  1916,  which  are  as  follows: 

RESIDENCE  LIGHTING  SERVICE. 

Available  to  all  Residence  Lighting  Consumers. 

Rate. 

8^  cents  net,  or  9^  cents  gross  per  kilowatt  hour,  for  all  current  consumed 
during  the  month. 

Prompt  Payment  Discount. 

Bills  will  be  rendered  at  the  gross  rate  and  discounted  to  the  net  rate  if  paid 
within  the  10  day  discount  period  as  indicated  on  the  bill. 

Minim.um  Charge. 

The  consumer  guarantees  a  minimum  monthly  bill  of  $1.00  net  or  $1.10  gross 

COMMERCIAL  LIGHTING  SERVICE. 

Available  to  all  Commercial  Lighting  Users. 

Rate. 

8^  cents  net,  or  9h  cents  gross,  per  kilowatt-hour  for  the  first  60  hours'  average 
use  per  month  of  the  maximum  demand. 
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5  cents  net  per  kilowatt-hour  for  the  next  60  hours'  average  use  per  month  of 
the  maximum  demand. 

3  cents  net  per  kilowatt  hour  for  all  current  consumed  in  excess  of  120  hours' 
average  monthly  use  of  the  maximum  demand. 

Determination  of  Maximum  Demand. 

The  total  installation  is  to  be  determined  by  an  actual  inspection  upon  the 
premises,  but  no  maximum  demand  is  to  be  figured  as  less  than  500  watts. 

The  maximum  demand  shall  be  figured  as  90%  of  the  total  installation.  Heat- 
ing devices,  fans  and  small  utility  motors  not  exceeding  j  horse  power  in  size, 
shall  not  be  included  in  determining  maximum  demand;  provided,  that  in 
case  of  laimdries,  tailor  shops,  etc.,  making  a  large  use  of  these  utility  devices, 
same  shall  be  included  in  determining  the  maximum  demand. 

Prompt  Payment  Discount. 

Bills  will  be  rendered  at  the  gross  rate  for  the  first  60  hours'  use,  and  dis- 
counted to  the  net  rate  if  paid  within  the  10-day  discount  period,  as  indicated 
on  the  bill. 

Minimum  Charge. 

The  consumer  must  guarantee  a  minimum  monthly  charge  of  $1.50  net  per 
kilowatt  connected,  and,  in  no  event,  less  than  $1.50. 

GENERAL  POWER  SERVICE— ALTERNATING  CURRENT. 

Available  to  all  Alternating  Current  Power  Consumers. 

Rate. 

6.66  cents  per  kilowatt-hour  for  the  first  30  kilowatt-hours  consumed  per 
month  per  horse  power  of  demand. 

3  cents  per  kilowatt-hour  for  the  next  60  kilowatt-hours  used  per  month  per 
horse  power  of  demand. 

1  cent  per  kilowatt-hour  for  all  current  consumed  in  excess  of  the  above  amount. 

Determination  of  Maximum  Demand. 

The  horse  power  demand  will  be  considered  as  the  manufacturer's  rating  of 
the  motors  as  indicated  in  horse  power  on  the  name-plate  of  each  motor.  For 
installations  consisting  of  more  than  two  motors,  the  horse  power  demand 
shall  be  considered  as  75%  of  the  horse  power  installed;  provided,  that  no 
demand  shall  be  considered  as  being  less  than  2  horse  power. 

Prompt  Payment  Discount. 

A  discount  of  10%  or  66/100  of  1  cent  per  kilowatt-hour  on  the  consumption 
billed  at  the  6.66  cent  rate  will  be  allowed  on  monthly  bills  if  paid  within  the 
10-day  discount  period  as  indicated  on  same. 

Minimum  Charge. 

The  consumer  guarantees  a  minimum  monthly  charge  of  75  cents  net,  or  $1.00 
gross,  per  horse  power  or  fraction  thereof,  connected.  In  n.o  event  will  an 
installation  be  considered  as  less  than  two  horse  power.  The  minimum  bill 
will  be  rendered  in  gross  and  discounted  to  the  net  amount  if  paid  within  the 
discount  period.  For  installations  consisting  of  more  than  two  motors  the 
minimum  bill  shall  be  based  on  75%  of  the  connected  horse  power. 

DIRECT  CURRENT  POWER  SERVICE. 
Rate. 

7  cents  per  kilowatt-hour  for  the  first  30  kilowatt-hours  used  per  month  per 
horse  power  of  demand. 
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3  cents  per  kilowatt-hour  for  the  next  60  hours  used j)er  month  per  horse  power 
of  demand. 

1  cent  per  kilowatt-hour  for  all  current  consumed  in  excess  of  the  above  amount. 

Determination  of  Demand. 

The  horse  power  demand  shall  be  determined  in  the  same  manner  as  for  general 
Power  Service. 

Prompt  Pasmient  Discount. 

A  discount  of  10%  on  the  consumption  billed  at  the  7-cent  rate  will  be  allowed 
on  monthly  bills  paid  within  the  discount  period. 

Minimum  Charge. 

The  minimum  charge  for  this  class  of  service  shall  be  determined  in  the  same 
manner  as  for  General  Power  Service. 

Terms  and  Conditions. 

The  Company  reserves  the  right  to  discontinue  direct  current  service  at  any 
time  upon  the  approval  and  consent  of  the  Public  Utilities  Commission  of  the 
State  of  Colorado. 

LARGE  LIGHT  AND  POWER  SERVICE. 

Available  to  all  consumers  using  company's  standard  service  for  light  and 
power. 

Rate. 

Demand  Charge. 

$4.00  net  or  $4.50  gross  per  kilowatt,  for  the  first  10  kilowatts  of  maxfmum 
demand  each  month. 

13.00  net  per  kilowatt  for  the  next  15  kilowatts  of  maximum  demand  each 
month. 

$2.00  net  per  kilowatt  for  the  next  25  kilowatts  of  maximum  demand  each 
month. 

$1.00  net  per  kilowatt  of  maximum  demand  in  excess  of  the  first  50  kilowatts 
of  "maximum  demand  each  month,  plus  an 

Energy  Charge  of 

.9  cent  per  kilowatt-hour. 

(If  Direct  Current  Service  is  furnished  the  energy  charge  will  be  1.1  cents  net 
per  kilowatt-hour. ) 

Determination  of  Maximum  Demand. 

The  demand  to  be  considered  and  paid  for  hereunder  shall  be  the  highest  15- 
minute  peak  previously  recorded  by  demand  meter,  or  as  indicated  by  a  suit- 
able indicating  instrument,  but  in  no  event  less  than  the  guaranteed  demand 
of  10  kilowatts.  The  company  may,  at  its  option,  in  lieu  of  a  demand  meter 
or  a  tested  demand,  base  the  demand  hereunder  on  75%  of  the  total  installa- 
tion in  motors  and  lighting  equipment  In  the  case  of  extraordinary  or 
abnormal  demands,  the  company  may,  at  its  option,  not  consider  such  abnormal 
demands. 

Power  Factor. 

The  consumer  shall  at  all  times  take  and  use  power  in  such  a  manner  that  the 
power  factor  shall  be  as  near  100%  as  possible,  but  when  the  actual  power 
factor  is  80%  or  less,  the  demand  to  be  charged  and  paid  for  shall  be  obtained 
by  multiplying  the  demand  at  the  time  of  measurement  by  80  and  dividing 
this  product  by  the  actual  power  factor. 
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Prompt  Payment  Discount. 

Bills  will  be  rendered  at  the  gross  rate  for  the  first  10  kilowatts  of  maximum 
demand  and  discounted  to  the  net  rate  if  paid  within  the  10-day  discount 
period  as  indicated  on  bill. 

Minimum  Charge. 

The  monthly  guarantee  shall  be  equivalent  to  a  minimum  monthly  demand  of 
not  less  than  40%  of  the  total  connected  load,  and  in  no  event  less  than  the 
guaranteed  10  kilowatts  of  the  demand  charge  as  above. 

The  schedule  for  Municipal  Street  Lighting  is  the  same  as  given  in  8  Rate  Research 
228.  Other  schedules  are  given  for  Off-Peak  Power  Service,  Sign  and  Display 
Lighting,  Mill  Power,  Reduction  Mills,  Large  Hotels — Light  and  Power  Service. 


PENNSYLVANIA 

616.1 — Street  Lighting  Rates. 

Borough  of  Tamaqua  v.  Eastern  Pennsylvania  Light,  Heat  & 
Power  Company,  Alleging  That  the  Company's  Bid  For  Street  Lighting 
Was  Unreasonable  in  That  the  Rates  Offered  Vary  with  the  Term  of 
Contract.  Decision  of  the  Pennsylvania  Public  Service  Commis- 
sion, Dismissing  the  Complaint.     February  16,  1916. 

The  Borough  advertised  for  bids  for  street  lighting  for  terms  of  two 
years,  three  years  and  five  years,  for  arc  lamps,  for  60  candle  power 
incandescent  lamps  and  for  32  candle-power  incandescent  lamps. 
The  respondent  company  filed  four  bids  fdr  two,  three,  five  and  ten 
years,  varying  from  a  maximum  of  $70,  $27  and  $22  per  lamp,  respec- 
tively, for  a  two-year  term,  to  a  minimum  of  $60,  $23  and  $18  per  lamp, 
respectively,  for  the  ten-year  period. 

570— Term  of  Contract. 

The  Borough  does  not  attempt  to  show  that  the  rates  offered  are  too 
high,  considering  the  cost  of  the  service,  but  questions  the  reasonable- 
ness of  making  a  difference  in  rates  for  the  different  periods. 

"Complainant  demands  the  same  rates  for  a  two-year  term  as  are 
offered  in  the  Respondent's  proposals  for  ten  years,  desiring  to  keep 
itself  free,  except  for  a  limited  period  to  take  advantage  of  certain 
alternative  or  hypothetical  sources  of  supply  from  which  it  might 
obtain  better  terms  or  more  service.  The  financial  condition  of  the 
borough  might  so  far  improve  as  to  permit  of  the  erection  of  its  own 
lighting  plant  or  of  its  own  transmission  system,  and  purchasing  electric 
current  more  cheaply  from  some  producer  other  than  the  Respondent, 
Some  new  illuminating  agency  may  appear,  or  the  cost  of  producing 
electric  current  may  be  largely  reduced  during  the  comparatively  long 
period  of  ten  years.  On  the  other  hand.  Respondent  calls  attention 
to  its  transmission  and  distributing  system,  a  large  part  of  which 
must  be  scrapped  in  case  of  removal,  so  that  the  cost  of  that  part  of 
its  equipment  must  be  amortized  over  the  period  of  the  contract. 
A  brief  term  will  require  a  larger  annual  depreciation  allowance  than 
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a  longer  one.  Attention  is  also  called  to  the  economies  and  stability 
of  a  long  term  contract.  Supplies  can  be  ordered  in  larger  quantities, 
and  the  benefit  of  discounts  thus  obtained.  The  company  is 
required  to  be  prepared  to  install  additional  lamps  at  any  time 
during  the  period  of  the  contract,  and  its  risk  of  loss  upon  such  an 
additional  equipment  in  a  short  term  contract  is  much  greater  than 
under  a  longer  term. 

"Taking  all  these  undoubted  facts  and  possibilities  into  consideration, 
it  would  seem  that  there  is  a  considerable  hazard  involved  in  the 
short  term  contract  that  appears  to  a  much  more  limited  degree  in 
the  longer  period,  and  while  the  long  term  has  certain  disadvantages, 
in  that  it  compels  the  public  through  the  borough  to  pay  for  current 
on  the  basis  of  conditions  existing  at  the  time  of  the  making  of  the 
contract,  and  thus  prevents  the  borough  from  sharing  in  the  advan- 
tages resulting  from  improvements  and  inventions  that  might 
result  in  economies  of  operation,  and  therefore,  lower  rates;  never- 
theless, there  is  the  other  side  to  consider.  It  is  conceivable  that 
the  rise  in  price  of  commodities  and  labor  may  continue  during  the 
next  ten  years  as  in  the  past.  A  ten-year  agreement  is  to  a  con- 
siderable degree  speculative  on  both  sides,  and  from  that  point  of 
view  not  advisable;  but,  on  the  other  hand,  the  soundness  of  the 
principle  of  amortization  cannot  be  denied.  The  rights  of  the  com- 
pany and  the  public  welfare,  too,  demand  the  conservation  of  the 
company's  capital.  Therefore,  it  seems  the  borough  must  take  its 
•  choice — either  the  long  term  agreement  at  a  low  rate,  or  one  for  a 
short  term  at  a  comparatively  high  rate." 

The  Commission  concludes  that,  without  any  testimony  as  to  the 
inherent  reasonableness  of  the  rates  proposed  and  in  view  of  the  risks 
assumed  by  the  company,  no  other  conclusion  can  be  reached,  and  the 
complaint  is  dismissed. 

NEW  YORK 

226.5— Standards  of  Service. 

The  New  York  Public  Service  Commission  (1  D)  Has  Under  Con- 
sideration a  Change  to  Heating  Standard  for  Gas. 

The  Public  Service  Commission  for  the  First  District  is  about  to 
establish  stations  in  all  boroughs  of  the  City  for  the  purpose  of  testing 
the  heating  value  of  gas  supplied  by  the  gas  companies  in  this  District. 
The  law  at  present  requires  the  testing  of  gas  as  to  its  illuminating 
power  only.  While  the  law  requires  a  standard  of  22  candle  power 
for  gas  supphed  in  the  First  District,  the  value  of  such  a  standard  is 
extremely  questionable  at  the  present  time,  when  comparatively  few 
open  flame  burners  are  used,  when  mantle  lamps  are  extensively 
employed,  and  when  gas  is  used  largely  for  heating,  cooking  and  power 
purposes.  The  value  of  gas  today  is  dependent  upon  its  heating  power. 
The  Commission  will  hold  a  hearing  on  March  27  to  determine  whether 
a  heating  standard  shall  be  established. 
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NEW  YORK 

226.2 — Extension  of  Service. 

Judge  v.  Plattsburgh  Traction  Company,  Asking  That  the  Company 
Be  Required  to  Furnish  Additional  Service.  Decision  of  the  New 
York  Public  Service  Commission  (2  D),  Dismissing  the  AppHcation. 
February  1,  1916. 

The  Commission  finds  that  should  the  service  extension  be  required, 
the  company  would  derive  practically  no  additional  revenue,  and  that 
the  Commission  would  not  be  justified  in  requiring  the  company  to 
furnish  the  service. 

"There  is  no  doubt  but  what  it  would  be  convenient  for  the  people 
in  question  to  have  the  service,  but  upon  the  state  of  facts  presented, 
would  the  Commission  be  justified  in  requiring  it?  We  do  not  think 
that  the  facts  in  this  case  would  make  it  possible  for  us  to  justify 
such  an  order.  It  is  significant  that  this  complaint  was  not  made 
by  any  of  the  parties  who  would  use  the  cars,  but  rather  by  an 
individual  who  is  anxious  to  develop  his  property  and  improve 
the  value  thereof  by  having  street  car  facilities.  Of  course  the  Com- 
mission can  not  require  a  traction  company  to  extend  its  lines  for 
the  purpose  of  developing  real  estate ;  that  is  too  well  settled  to  require 
any  argument.  The  Commission  has  power  to  require  service  where 
such  service  is  necessary  for  the  convenience  of  the  public,  but  not 
otherwise." 

PENNSYLVANIA 

132^Protection  from  Competition. 

West  Penn  Electric  Company,  Application  For  Approval  of  Ordinance 
With  the  Township  of  Jefferson.  Decision  of  the  Pennsylvania 
Public  Service  Commission,  Granting  the  Application.  January 
26,  1916. 

The  West  Penn  Electric  Company  applied  for  approval  of  a  franchise 
ordinance  to  supply  electric  current  in  the  Township  of  Jefferson.  The 
Duquesne  Light  Company  filed  a  protest  alleging  that  it  is  duly 
authorized  and  is  now  furnishing  service  in  the  township. 
It  appears  that  both  the  petitioner  and  the  protestant  company  have 
been  operating  in  the  township  by  virtue  of  their  township  rights  only. 
After  Jefferson  Township  became  a  township  of  the  first  class,  an  electric 
company  intending  to  occupy  the  highways  would  have  to  obtain  a  fran- 
chise from  the  township  supervisors  under  the  Act  of  1907.  Such  a  fran- 
chise has,  accordingly,  been  granted  to  the  petitioner.  A  franchise  was  not 
granted  to  the  protestant  for  the  reason  that  the  township  authorities 
thought  that  a  grant  to  two  companies  to  operate  in  the  same  territory 
would  not  be  approved  by  the  Commission. 
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The  Commission  approved  the  franchise  grant  to  the  petitioner  on  the 
following  finding  of  fact: 

"In  view  of  the  very  meagre  amount  of  business  developed  in  Jefferson 
Township  by  the  Protestant  since  it  first  entered  that  territory  in 
1901,  it  could  hardly  be  maintained  with  any  show  of  reason  that  the 
approval  of  the  contract  ordinance  now  pending  before  the  Com- 
mission would  seriously  affect  the  present  or  future  business  prospects 
of  the  Protestant  Company  within  said  township.  Moreover,  such 
approval  will  not  deprive  the  Protestant  of  any  rights  or  privileges 
which  it  may  now  lawfully  exercise  within  the  aforesaid  territory; 
nor  will  the  approval  of  the  franchise  foster  such  competitive  con- 
ditions as  would  seriously  interfere  with  the  service  or  investment  of 
either  company,  since  both  of  them  are  operating  over  an  extensive 
scope  of  territory  of  which  Jefferson  Township  is  only  a  small  fractional 
unit  in  area  and  population." 


NEW  HAMPSHIRE 

221.1 — Issue  of  Stocks  and  Bonds. 

Exeter  &  Hampton  Electric  Company,  Application  for  Authority 
to  Issue  Bonds.  Decision  of  the  New  Hampshire  Public  Service 
Commission,  Granting  the  Application.  December  8,  1915.  P.  U.  R. 
1916B,  p.  69. 

The  company  asked  for  authority  to  issue  bonds  for  the  purpose  of 
paying  for  additions  and  extensions  to  its  properties.  It  appeared 
that  certain  of  the  additions  made  to  the  property  in  the  past  have 
been  paid  for  out  of  the<  depreciation  fund,  and  the  Commission  says: 

366 — Depreciation  Funds. 

"The  expenditure  by  a  utility  of  its  depreciation  fund  in  extensions 
or  additions  to  its  property  is  recognized  as  proper,  and  has  received 
the  sanction  of  the  legislature.  Laws  1911,  Chapter  164,  Section 
6  (c),  as  amended  by  Laws  1913,  Chapter  98,  Section  1. 

*Tt  is  not  to  be  understood  that  the  depreciation  fund  is  to  be  per- 
manently invested,  but  only  until  such  time  as  it  will  be  needed  for 
the  purpose  for  which  it  is  designed,  viz.,  in  replacing  worn-out 
and  obsolete  portions  of  the  capital  property. 

"During  this  period  it  should  share  in  the  net  profits  of  the  business 
on  the  same  terms  with  the  stockholders,  and  the  income  so  derived 
should  go  to  augment  the  depreciation  fund. 

"When  the  utility  wishes  to  get  the  depreciation  fund  out  of  the 
plant  investment  to  use  it  in  making  replacements,  it  may  ask  to 
capitalize  the  amount  so  used  not  exceeding  the  amount  of  the 
depreciation  fund  so  invested." 
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PENNSYT4VANIA 

129.3— Refusal  of  Service. 

Chace  v.  Citizens'  Water  Company,  Complaint  Alleging  Denial  of 
Service  Because  of  Unpaid  Water  Rents  Incurred  by  Former  Tenant. 
Decision  of  the  Pennsylvania  Public  Service  Commission,  Ordering 
the  Company  to  Serve  the  Complainant.     December  28,  1915. 

The  complaint  raised  the  question  of  the  water  company's  right  to 
refuse  water  service  to  a  new  customer  until  bills  for  service  to  a  former 
tenant  are  paid.  The  Commission  holds  that  the  practice  is  unjusti- 
fiable and  the  company  is  ordered  to  furnish  the  complainant  with 
service.     The  Commission  says: 

"There  can  be  no  criticism  of  the  act  of  shutting  off  a  water  supply 
from  a  delinquent  water  tenant.  In  fact,  it  is  legitimate  and  justi- 
fiable tactics;  but,  where  the  operation  of  a  rule  such  as  the  one 
before  us,  in  effect,  throws  the  consequences  of  a  tenant's  failure  to 
pay  the  water  company's  bill  upon  the  landlord  and  upon  succeeding 
tenants,  the  consequences  are  serious,  indeed.     .     .     . 

*'As  a  test  for  the  necessity  for  a  practice  of  this  kind,  the  tariffs  and 
by-laws  or  rules  of  water,  gas,  electric  and  telephone  companies  to  the 
number  of  more  than  one  hundred  of  each  on  file  with  the  Com- 
mission were  examined.  It  was  found  that  only  one-third  of  the 
water  companies  and  none  of  any  other  kind  of  utilities  contained 
this  rule." 

REFERENCES 
RATES 

614 — Heating  and  Cooking. 

Electric  Cooking,  by  J.  Paul  Clayton.  Paper  Read  Before  the 
Fifteenth  Annual  Convention  of  the  Illinois  State  Electric  Association, 
Champaign,  Illinois,  February  23-24,  1916. 

The  cost  of  cooking  with  electricity  is  shown  in  comparison  with  the  cost  of  cooking 
with  gas.  In  order  to  develop  cooking  to  any  large  extent  in  Illinois,  it  is  necessary 
to  offer  rates  from  3  cents  to  4  cents  per  kilowatt-hour  for  residence  cooking, 
and  less  than  3  cents  per  kilowatt-hour  for  restaurants,  hotels,  and  other  cooking 
customers  using  large  amounts.  The  revenue  derived  from  the  average  range 
customer  is  placed  at  $36  as  compared  with  an  average  revenue  of  SI*  per  customer 
for  lighting  service.  The  average  additional  expenditure  per  cooking  customer 
for  line  extension  service  drops,  transformers,  and  meters  will  not  average  more 
than  $30. 

It  is  pointed  out  that  the  building  up  of  a  cooking  load  results  in  greatly  increasing 
the  gross  earnings  from  a  residence  lighting  distribution  system  without  propor- 
tionately increasing  the  investment,  and  offers  practically  the  only  hope  of  ma- 
terially increasing  the  earnings  in  towns  where  an  electric  power  load  is  not 
available,  as  in  the  case  of  many  small  towns. 
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INVESTMENT  AND  RETURN 

300 — Investment  and  Return. 

Relieving  the  Ina'estor's  Uncehtainty,  by  John  Bauer.  Electric 
Railway  Journal,  March  11,  1916,  p.  491.     3^  pages. 

In  introduction  the  writer  states  that  investment  conditions  in  railroad  and 
other  public  utilities  are  in  a  chaotic  state.  The  rights  of  investors  are  undefined; 
the  burdens  upon  the  companies  seem  to  be  constantly  increasing;  and  investors 
are  hesitating  to  furnish  new  capital  for  the  public  service.  Construction  and 
improvements  have  fallen  off  greatly  in  recent  years,  which  undoubtedly  has 
been  caused  to  a  considerable  extent  by  the  unclear  methods  of  regulating  rates 
and  limiting  the  return  on  investments. 

In  remedy  of  existing  conditions  the  writer  outlines  a  plan  whereby  the  amoimt 
of  investment  and  the  rate  of  return  would  be  definitely  fixed  and  control  would 
be  simply  a  matter  of  accounting,  carried  on  automatically,  not  involving  formal 
proceedings  before  the  commissions.  In  the  case  of  future  investments,  the 
writer  says,  the  investment  entitled  to  a  return  would  reasonably  be  the  amount 
of  money,  or  fair  equivalent,  actually  put  into  the  property  through  the  issue 
of  securities,  and  the  fair  rate  of  return  would  be  the  rate  that  actually  induced 
investors  to  furnish  the  capital.  The  advisability  of  guaranteeing  the  return, 
and  of  incorporating  in  such  a  plan  provision  for  reward  to  stimulate  efficient 
management  and  provision  for  a  return  which  would  be  flexible  to  meet  changing 
conditions  are  discussed;  and  the  possible  application  of  the  plan  of  automatic 
control  to  present  investments  is  developed. 

314 — Overhead  Charges. 

Depreciating  Overhead  Charges,  by  Bion  J.  Arnold.  Electric 
Railway  Journal,  March  11,  1916.  p.  498.  Ij  pages. 

A  discussion  of  overhead  charges  and  the  depreciation  of  such  items  has  been 
prepared  by  Mr.  Arnold  as  a  supplement  to  his  address  on  the  Fundamental 
Principles  of  Valuation,  presented  before  the  American  Electric  Railway  Asso- 
ciation, in  San  Francisco,  October  7,  1915.  The  main  points  are  abstracted  in 
Electric  Railway  Journal  and  a  brief  glossary  of  valuation  t^rms  used  in  connec- 
tion with  the  address  is  also  given. 

310— Valuation. 

Difficulties  of  State  Commission  Regulation  of  Public  Utilities, 
by  H.  O.  Garman.  Address  Delivered  Before  the  IndianapoHs  Chamber 
of  Commerce,  February  29,  1916. 

In  the  course  of  his  remarks  Mr.  Garman,  Chief  Engineer  of  the  Indiana  Public 
Service  Commission,  gave  the  following  estimate  of  the  cost  of  a  proceeding 
before  the  Commission  to  determine  the  value  of  the  property  of  a  public  utility. 

"The  combined  cost  of  the  appraisals,  audits  and  hearings  amounts  approxi- 
mately to  1%  expended  by  the  utility,  ?%  expended  by  the  commission  and 
charged  against  the  utility  and  \%  expended  by  the  city,  or  a  total  cost  of 
l^%  to  2%  of  the  cost  reproduction  new  of  the  property  for  the  purpose  of 
fixing  value  and  regulating  rates.  From  this  it  is  seen  that  in  some  cases  a 
tax  payer  and  user  of  utility  service  may  have  to  stand  the  cost  for  the  same 
piece  of  worl^  three  times,  i.  e.,  cost  to  utility,  cost  to  the  city  and  cost  to  the 
commission.  Thus  it  is  easily  seen  that  these  investigations  are  expensive 
and  should  not  be  entered  into  lightly. 

"Many  times  expensive  evaluations  can  be  avoided  by  an  examination  of  the 
records  and  an  audit  of  the  books  and  the  same  result  accomplished  with  a 
saving  in  money  and  time." 
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830— Public  Ownership. 

The  writer  prophesies  an  increase  in  municipal  ownership  of  public  utilities  but 
he  does  not  favor  municipal  ownership  under  present  conditions.  City  govern- 
ments must  become  more  stable.     He  says: 

"At  present  the  poorest  managed  utilities  in  the  state  are  those  that  are 
municipally  owned  and  the  cause  is  partisan  politics.  When  the  city  admin- 
istration changes  nearly  every  employee  is  supersfeded  from  the  general  man- 
ager down  to  the  stokers  and  the  outgoing  employees  take  most  of  the  maps, 
records,  and  books  with  them  so  that  the  new  management  has  to  begin  by 
hunting  for  everything. 

"Privately  owned  public  utilities  are  constructed  primarily  to  make  money 
for  the  investors  and  incidentally  to  render  service  to  the  public.  Municipally 
owned  public  utilities  are  constructed  primarily  to  serve  the  public  but  inci- 
dentally they  furnish  a  rendezvous  for  political  workers,  in  other  words  a 
plumb  tree  in  the  political  orchard." 

PUBLIC  SERVICE  REGULATION 

222.1— Form  of  Accounts. 

Uniform  System  of  Accounts  for  Electric  Light  and  Power 
Utilities,  Prescribed  by  the  Colorado  Public  Utilities  Commission, 
Effective  January  1,  1916. 

The  Commission  has  prescribed  and  issued  in  pamphlet  form  a  imiform  system 
of  accounts  and  records  for  all  electric  utilities,  including  municipally  owTied  or 
operated  electric  utilities. 

GENERAL 

782.5 — Lamp  Efficiency. 

Some  Experiences  in  Connection  with  Chicago  Street  Lighting 
System,  by  A.  C.  King.  Paper  Read  Before  the  Chicago  Sections  of 
the  American  Institute  of  Electrical  Engineers,  The  Illuminating  Engi- 
neering Society,  and  the  Western  Society  of  Engineers,  Chicago, 
February  28,  1916. 

An  account  is  given  of  the  performance  of  the  different  types  of  street  lamps  as 
shown  by  experiments  in  the  laboratory  and  in  actual  use  in  Chicago's  municipal 
street  lighting  system.  The  type  "C"  lamp  was  found  to  be  especially  adapted 
to  the  conditions  peculiar  to  the  Chicago  situation.  Information  is  given  with 
regard  to  depreciation  and  maintenance  costs,  the  labor  of  attendance,  and  the 
number  of  outages.  The  manner  of  installation  and  the  operation  with  a  globe 
or  refractor  is  described.  A  sj'stematic  record  was  kept  of  the  lamps  in  service 
and  a  number  of  curves  are  given  in  the  paper  showing  the  results  obtained. 

900— GeneraL 

Results  of  the  Test  of  the  Steam  and  Electric  Plant  at  the  Hall 
OF  Records.  New  York  City.  Statement  by  R.  P.  Bolton,  a  Mem- 
ber of  the  Board  of  Consulting  Engineers.  1916  Pamphlet,  10  pages. 
In  order  to  determine  whether  it  would  be  more  advantageous  to  the  City  of 
New  York  to  purchase  current  for  its  municipal  buildings  from  the  New  York 
Edison  Company  or  to  operate  private  plants  furnishing  light,  power,  and  heat 
for  these  buildings,  a  test  of  the  power,  light,  and  heat  plant  in  the  Hall  of  Records 
Building  was  made  for  the  year  1913.  The  test  was  conducted  by  Prof.  Herman 
Diederichs  under  the  direction  of  representatives  of  the  Bureau  of  Municipal 
Research,  the  Borough  of  Manhattan,  and  the  New  York  Edison  Company. 
In  this  report  of  the  test,  the  cost  figures  are  tabulated  and  the  conclusion  is 
drawn  that  under  the  existing  conditions  the  private  plant' can  be  abandoned  and 
from  $7,000  to  $10,000  saved  annually,  or  that  in  a  new  undertaking,  the  saving 
would  be  from  $20,000  to  $25,000  in  favor  of  the  utilization  of  external  supplies 
of  light,  heat  and  power. 
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COMMISSION  DECISIONS 

CALIFORNIA 

450 — ^Value  of  the  Service. 

Faulkner  et  al.  v.  Ventura  County  Power  Company,  Complaint  as 
to  Rates  and  Service  of  the  Gas  and  Electric  Utilities.  Decision  of  the 
California  Railroad  Commission,  Fixing  Rates  For  Electric  Service. 
December  24,  1915. 

In  investigating  the  rates  for  the  electric  utility,  the  Commission  found 
that  the  lighting  business  had  been  returning  a  much  larger  net  revenue 
upon  its  proportion  of  the  investment  than  either  the  industrial  or  the 
agricultural  power. 
The  Commission  says: 

"The  present  power  consumers  were  obtained  under  a  rate  which 
required  no  minimum  bill  other  than  $1.00  per  month  per  consumer 
for  industrial  power,  and  practically  no  minimum  at  all  for  agri- 
cultural power.  As  a  result,  there  are  at  present  a  large  number  of 
motor  installations  from  which  the  revenue  per  horse-power  installed 
is  relatively  small.  Should  a  rate  commensurate  with  the  cost  of 
service  as  determined  be  charged  to  these  consumers,  the  result 
would  be  that  the  consumers  would  have  to  discontinue  their  service 
owing  to  the  excessive  rate  resulting,  and  the  net  result  would  be  a 
loss  of  revenue  to  the  company  and  an  added  burden  on  the  remain- 
ing consumers.  It  is  therefore  not  practicable  to  put  in  effect  a  rate 
for  power  in  excess  of  that  now  charged  as  far  as  the  present  con- 
sumers are  concerned." 
640 — Minimum  Charge. 

"As  regards  new  consumers,  it  appears  only  reasonable  as  determined 
by  the  Commission  in  other  cases,  that  motor  installations  should  be 
required  to  pay  a  minimum  dependent  upon  the  size  of  the  motors. 
The  present  energy  rate  for  power  is  not  too  low;  in  fact,  the  main 
cause  of  the  small  return  from  these  installations  is  due  to  the  fact 
that  no  minimum  has  been  required.     I  believe  that  the  company 
will  obtain  more  satisfactory  results  in  the  end  by  directing  its  efforts 
to  increasing  the  volume  of  business  rather  than  by  keeping  the  rates 
for  power  as  high  as  they  are  now." 
The  rates  for  power  prescribed  in  the  Commission's  order  include  a 
minimum  charge  of  $1.00  per  horse-power  installed,  but  the  order  pro- 
vides that,  pending  a  determination  of  the  effect  of  the  new  power  rates, 

Editorial  Note — All  indented  matter  is  direct  quotation. 
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all  consumers  operating  under  the  power  schedule  previously  in  effect 
shall  be  allowed  to  continue  to  receive  service  under  those  rates  until 
the  Commission  shall  order  otherwise,  unless  the  consumer  elects  to 
come  under  some  other  schedule  provided  in  the  oi:der  or  to  discontinue 
service. 

NEW  YORK 

224.5— Rates  Fixed  by  Contract. 

The  New  York  Edison  Company,  Hearing  on  Motion  of  the  Commission 
as  to  the  Effect  of  the  Commission's  Order  on  Existing  Contracts. 
Decision  of  the  New  York  Public  Service  Commission  (ID),  Holding 
That  all  Existing  Contracts  Will  Be  Modified  to  Conform  to  the  Order 
of  the  Commission,  December  21,  1915. 

The  final  order  of  the  Commission  in  the  New  York  Edison  Company 
rate  investigation  provided  among  other  things  that  no  more  than  one 
meter  shall  be  installed  under  each  contract,  leaving  it  to  the  owners  or 
lessees  of  buildings  who  resold  current  to  their  tenants  to  supply  the 
tenants'  meters.  The  contracts  previously  made  in  such  cases  required 
the  company  to  install  the  meters  of  the  owner  or  lessee  and  also  those 
of  his  tenants  or  subtenants.  Upon  the  receipt  of  numerous  inquiries 
as  to  the  effect  of  the  order  upon  these  contracts,  the  Commission 
adopted  the  opinion  of  Counsel,  extracts  from  which  follow. 

"The  general  principle  is  that  no  contract  can  be  carried  into  effect 
which  though  legal  when  made  has  become  illegal  by  virtue  of  some 
subsequent  law.  The  leading  case  in  this  state  involving  this  prin- 
ciple is  Richmond  County  Gas-Light  Company  v.  Towm  of  Middletown 
(59  N.  Y.  228).  In  that  case  the  legislature  had  expressly  authorized 
the  town  to  contract  for  a  supply  of  gas  and  the  town  had  made  such 
a  contract  for  a  fixed  term  of  years.  Subsequently,  before  the  expi- 
ration of  the  term  of  the  contract  the  legislature  repealed  the  act 
authorizing  it.  It  was  insisted  by  the  gas  company  that  its  contract 
was  protected  by  the  constitutional  prohibition  against  impairing 
the  obligations  of  contracts.  The  court  said  (page  232) : 
"  'The  power  so  conferred  was  like  the  other  powers  conferred  upon 
the  officers  of  this  and  other  towns  of  the  State,  subject  to  modifica- 
tion or  repeal  by  subsequent  legislation,  and  that  the  town  auditors 
could  not,  by  any  contract,  prevent  or  at  all  control  the  action  of  the 
legislature  in  this  respect.' 

"This  principle  was  recognized  in  People  ex  rel.  Bridge  Operating 
Company  v.  Public  Service  Commission  (153  App.  Div.  129)  where  it 
was  held  that  a  contract  made  by  the  City  of  New  York  through  its 
Bridge  Commissioner  authorizing  the  Bridge  Operating  Company 
to  run  cars  over  the  Williamsburg  Bridge  for  the  minimum  period 
of  ten  years  and  to  charge  a  certain  fare  for  transportation  between 
terminals  conferred  no  franchise  upon  the  Bridge  Operating  Company 
by  the  mere  license  to  operate  cars;  that  the  legislature  had  power 
to  change  the  terms  of  the  contract  or  to  abrogate  it  when  public 
interests  so  required;  that  the  power  to  regulate  the  fares  charged  by 
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public  service  corporations  is  a  legislative  function;  that  the  legis- 
lature by  statute  has  conferred  upon  the  Public  Service  Commission 
the  authority  to  fix  and  regulate  railroad  fares  and  that  an  order  of 
the  Commission  reducing  the  fares  must  be  construed  as  a  legislative 
enactment;  that  the  act  of  the  Public  Service  Commission  reducing 
said  fare  within  said  period  is  not  unconstitutional  as  impairing  the 
obligation  of  contracts. 

"In  Armour  Packing  Company  v.  U.  S.  (209  U.  S.  56)  in  which  the 
court  had  under  consideration  the  Elkins  Act,  it  is  said  (page  82) : 

"  'If  the  shipper  sees  fit  to  make  a  contract  covering  a  definite  period 
for  a  rate  in  force  at  the  time  he  must  be  taken  to  have  done  so  sub- 
ject to.  the  possible  change  of  the  published  rate  in  the  manner  fixed 
by  statute,  to  which  he  must  conform  or  suffer  the  penalty  fixed  by 
law.' 

"In  Hudson  County  Water  Company  v.  McCarter  (209  U.  S.  349)  this 
language  is  used  (page  357) : 

"  'One  whose  rights,  such  as  they  are,  are  subject  to  state  restriction, 
cannot  remove  them  from  the  power  of  the  State  by  making  a  con- 
tract about  them.  The  contract  will  carry  with  it  the  infirmity  of 
the  subject  matter.' 

"Obviously,  if  a  public  service  corporation  had  the  same  power  as  a 
private  corporation  to  make  binding  contracts  a  simple  means  of 
evading  a  statute  prohibiting  acts  of  discrimination  would  be  afforded, 
A  company  having  made  long  term  contracts  with  a  few  favored 
customers  under  a  rate  established  perhaps  for  that  very  purpose 
could  then  cancel  the  rate.  Such  a  practice  was  not  unknown  among 
railroad  corporations  before  the  Interstate  Commerce  Commission 
had  power  to  act  in  the  premises." 

The  opinion  also  quotes  from  the  decision  of  the  Supreme  Court  of 
Georgia  in  Union  Dry  Goods  Co.  v.  Georgia  Public  Service  Corpora- 
tion, 83  S.  E.  946,  which  was  reported  in  6  Rate  Research  302,  and 
concludes: 

"In  my  opinion  the  order  of  the  Commission,  as  soon  as  it  becomes 
effective,  will  abrogate  all  outstanding  contracts  made  by  the  New 
York  Edison  Company  which  are  in  anywise  inconsistent  with  the 
provisions  of  that  order." 

NEW  YORK 

300 — Investment  and  Return. 

The  Board  of  Trade  of  the  Village  of  Malone  v.  Mountain  Home 
Telephone  Company,  Complaint  as  to  Rates.  Decision  of  the  New 
York  Public  Service  Commission  (2  D),  Dismissing  the  Complaint. 
February  9,  1916. 

The  present  telephone  company  is  the  result  of  the  consolidation  of 
competing  companies,  and  the  complaint  as  to  rates  refers  to  the 
lower  franchise  rates  of  one  of  the  companies  prior  to  consolidation. 
The  Commission  finds  that  these  franchise  rates  are  not  binding  upon 
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the  present  company.  The  complainants  also  asked  that  the  Com- 
mission order  the  dissolution  of  the  corporations  consolidated,  but  the 
Commission  holds  that  it  is  without  jurisdiction  to  make  such  an  order. 
The  proceeding  before  the  Commission  was,  therefore,  the  usual  one  of 
determination  of  fair  return  on  investment  and  reasonable  rates. 
240 — Ck>iuniission  Procedure. 

"Whatever  might  otherwise  be  the  opinion  of  the  Commission  as 
to  the  burden  of  proof  and  related  questions  on  such  investigations, 
it  has  been  settled  by  judicial  decision  that  the  burden  is  upon  the 
complainant  to  show  that  the  existing  rates  are  unjust  and  unreason- 
able.    (People  ex  rel.  N.  Y.  C.  &  H.  R.  R.  Co.  v.  Public  Service 
Commission,  159  Appellate  Division  546;  affirmed  215  N.  Y.  241.) 
Since  this  case  arose  the  Legislature  has  changed  the  rule  so  far  as  it 
affects  increases  of  rates  made  by  common  carriers.     (Laws  1914, 
Chapter  240.)     Otherwise  the  rule  is  still  in  effect.     (People  ex  rel. 
N.   Y.  Telephone  Company  v.   Public   Service  Commission,   169, 
Appellate  Division  448.)" 
The  Commission  says  that  when  the  complainant  rested  its  case,  practi- 
cally no  evidence  meeting  the  requirements  imposed  by  the  Appellate 
Division  had  been  submitted.     The  respondent  company  was  requested 
to  furnish  evidence  as  to  the  value  of  its  property,  and  as  to  its  revenues 
and  expenses.     It  was  stated,  however,  that  "when  all  the  evidence 
was  in,  the  Commission  must  in  weighing  it  place  the  burden  where  the 
courts  had  declared  it  must  be  placed,  upon  the  complainant." 
310— Valuation. 

"The  Commission  fully  recognized  the  difficulty  which  complainants 
in  rate  cases  meet,  confronted  with  this  rule  as  to  the  burden  of  proof. 
It  is  not  unnatural,  under  the  circumstances,  that  complainants, 
realizing  their  inability  to  explore  the  affairs  of  large  corporations  in 
order  to  make  the  requisite  proof,  should  feel  that  the  Commission 
should  itself  undertake  the  inquiry.  If  a  valuation  of  the  company's 
property  is  an  essential  to  every  rate  inquiry  of  a  general  character, 
it  is  manifestly  impossible  for  the  Commission  on  such  complaints 
to  pursue  at  the  expense  of  the  State  of  New  York  the  inquiry 
required.  Existing  appropriations  are  entirely  insufficient  to  permit 
such  a  practice,  and  it  is  not  probable  that  the  people,  speaking 
through  the  Legislature,  would  consent  to  the  large  burden  of  expense 
that  would  thereby  be  imposed.  We  must,  therefore,  take  the 
evidence  as  it  has  been  presented  and  determine  from  that  whether 
the  complainant  has  shown  that  the  present  rates  of  the  respondent 
are  unjust  and  unreasonable." 
At  a  later  point  in  the  discussion  the  Commission  says  that  the  "inevit- 
able conclusion  from  all  the  evidence  in  the  case"  renders  a  detailed 
examination  of  the'  present  value  of  the  property  unnecessary. 
312.7 — Donated  Property. 

The  Commission  excluded  evidence  which  was  offered  to  show  that  a 
large  portion  of  the  present  property  was  built  up  out  of  gifts  made  to 
the  earlier  companies  and  out  of  income. 
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"Inquiry  into  this  was  excluded  by  order  of  the  Commission  made 
September  30,  1915,  wherein  the  Commission  held  that  the  basis 
for  rate  making  must  be  the  value  of  the  property  used  in  the  public 
service,  and  that  it  is  immaterial  whether  that  property  was  acquired 
by  the  issuance  of  capital,  out  of  income,  or  otherwise." 

380— Taxation. 

The  tax  reports,  offered  in  evidence  were  not  used  in  the  investigation. 

"The  different  bases  of  valuation  for  purposes  of  taxation  and  for 
rate  making  purposes  have  been  so  uniformly  recognized  that  it  is 
idle  to  contend  that  these  tax  reports  should  be  accepted  as  estab- 
lishing value  for  present  purposes.  (See  Missouri  Rate  Cases,  230 
U.  S.  474;  Willcox  v.  Consolidated  Gas  Company,  212  U.  S.  19.) 
It  may  well  be  that  we  ought  to  reach  a  condition  where  a  single 
valuation  of  public  service  property  could  be  made  to  answer  all 
governmental  purposes.  We  have  not  yet  reached  that  condition. 
In  the  Consolidated  Gas  case  referred  to,  the  corporation  resorted 
to  the  tax  appraisements  in  order  to  enhance  its  valuation.  In 
other  cases,  as  in  the  present,  the  complainant  parties  have  attempted 
to  resort  to  it  in  order  to  depreciate  the  valuation.  In  no  case,  so 
far  as  we  are  informed,  has  the  tax  appraisement  been  accepted  as 
sufficient  evidence  of  value  upon  which  to  base  rates." 

340— Rate  of  Return. 

The  Commission  finds  that  no  reduction  can  be  ordered  in  the  present 
rates  "with  any  regard  to  a  return  on  the  property  devoted  to  the  service." 

"Increases  in  rates  are  always  disturbing  and  naturally  productive 
to  dissatisfaction.  This  is  the  case,  entirely  too  common,  of  competing 
companies  occupying  a  territory  of  limited  patronage  and  fixing 
their  rates  to  meet  conditions  of  competition,  rather  than  to  ensure 
commercial  success  in  the  long  run.  When  rates  are  fixed  so  low 
as  to  be  in  the  long  run  unremunerative,  capital  is  not  only  not 
attracted,  but  it  can  not  be  obtained,  and  the  public  as  well  as  the 
companies  ultimately  suffer  the  consequences." 


NEW  YORK 

300 — Investment  and  Return. 

Louis  P.  Fuhrmann  v.  The  Cataract  Power  and  Conduit  Company, 
Application  for  Modification  of  Former  Order.  Decision  of  the  New 
York  Public  Service  Commission  (2  D),  Granting  the  Application. 
June  24,  1915. 

The  complainant,  as  Mayor  of  the  City  of  Buffalo,  entered  a  complaint 
against  the  rates  of  the  Cataract  Power  and  Conduit  Company  and 
the  Buffalo  General  Electric  Company.     The  Commission  made  its 
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investigation  and  entered  two  orders  on  April  2,  1913,  which  are  to 
be  found  in  the  reports  of  the  Commission,  Vol.  Ill,  pp.  656  to  816, 
inclusive.     (3  Rate  Research  115,  131,  149,  168.) 

In  the  Cataract  case,  the  order  of  the  Commission  made  a  28  per  cent 
.reduction  in  the  rates,  with  the  exception  of  the  rates  to  the  Inter- 
national Railway  Company,  the  largest  customer  of  the  Cataract  Com- 
pany, which  was  being  supplied  with  electric  energy  under  a  contract 
which  does  not  expire  until  the  year  1932. 

The  position  of  the  Commission  was  that,  inasmuch  as  the  contract 
had  many  years  to  run,  and  the  International  Railway  Company  was 
not  a  party  to  the  proceeding  and  had  not  complained  of  the  rate  paid 
by  it,  that  it  was  doubtful  if  the  Commission  had  any  right  to  interfere 
with  that  rate,  the  question  of  discrimination  not  being  before  the 
Commission.  Subsequent  to  the  making  of  that  order,  however,  the 
International  Railway  Company  began  a  proceeding  to  review  the 
order  of  the  Commission  for  the  purpose  of  obtaining  a  determination 
that  it  was  entitled  to  receive  the  benefit  of  the  reduction  in  rates. 

The  Cataract  company  also  filed  a  petition  asking  for  a  modification 
of  the  order  so  as  to  make  the  reduction  in  rates  19  per  cent,  applic- 
able to  all  its  customers,  including  the  International  Railway  Company. 
With  the  granting  of  this  petition  and  the  approval  of  the  proposed 
merger  of  the  Buffalo  and  Cataract  companies,  it  was  understood  all 
litigation  over  rates  would  be  dismissed.  The  City  of  Buffalo  also 
approved  this  proposed  modification  of  rates  and  the  merger. 

The  Commission  finds  that,  under  the  present  circumstances,  "as  a 
matter  of  equity,  there  would  seem  to  be  no  good  reason  why  the  Inter- 
national Railway  Company,  the  largest  customer  of  the  Cataract 
company,  should  pay  more  for  the  service  which  it  receives  than  other 
customers  of  the  Cataract  company." 

613.9— Step  Meter  Rate. 

The  Commission  concludes: 

"When  the  order  of  the  Commission  fixing  the  Cataract  rates  was 
made  on  April  2,  1913,  it  was  apparent  that  the  schedule  of  rates 
was  not  all  that  could  be  desired,  and  a  further  study  made  by  the 
Commission  since  that  time  has  satisfied  it  that  the  rate  schedule 
of  the  company  could  be  considerably  improved,  and  at  the  same 
time  accomplish  substantially  the  same  reduction  in  the  revenue  of 
the  company  as  originally  contemplated  when  the  April,  1913,  order 
was  made.  As  to  the  rates  of  the  company  now  existing,  there  are 
certain  discriminations  which  are  bound  to  arise  due  to  the  so- 
called  'step  rate.'  It  is  believed  that  the  Cataract  company  can 
very  properly  establish  a  rate  schedule  which  would  be  much  better 
than  the  rate  schedule  which  would  result  by  a  19  per  cent  reduction 
from  the  rates  in  existence  at  the  time  the  April  2,  1913,  order  was 
made,  and  that  such  new  schedule  would  eliminate  the  possibility  of 
discrimination  between  the  customers  of  the  Cataract  company. 
Such  a  new  rate  schedule  would  also  provide  for  certain  reductions 
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which  it  is  stated  the  company  has  been  requested  to  make  by  a 
great  many  of  its  power  users  who  would  be  favorably  affected. 

"It  is  our  belief  that  the  Cataract  company  should  at  once  take  the 
necessary  steps  to  put  in  force  a  simplified  rate  schedule  which  will 
enable  it  to  deal  with  all  its  customers  alike,  and  at  the  same  time 
result  in  a  19  per  cent  reduction  in  its  revenues  in  the  City  of  Buffalo." 

(For  the  new  rates  filed  by  the  Buffalo  General  Electric  Company, 
see  8  Rate  Research  147.) 


NEW  YORK 
129.4— Refunds. 

P.  M.  Dale  &  Son  v.  The  Edison  Electric  Illuminating  Company 
OF  Brooklyn.  Complaint  as  to  Overcharge  for  Power  Service.  De- 
cision of  the  New^  York  Public  Service  Commission  (ID)  Dismissing 
the  Complaint.     December  10,  1915. 

The  complainants  allege  that  they  have  been  paying  to  the  Edison 
Electric  Illuminating  of  Brooklyn  for  power  service,  under  a  retail  power 
contract,  a  sum  of  over  $300  in  excess  of  what  they  would  have  paid 
under  the  maximum  demand  rate,  and  that  the  respondent  refused  to 
make  reparation  therefor. 

The  respondent  company  has  two  schedules  for  power  service,  the 
Retail  Power  rate  and  the  Maximum  Demand  Power  rate.  The  com- 
plainants took  service  in  1907  under  the  Retail  Power  rate,  which  was 
the  more  advantageous  rate  at  that  time,  and  continued  taking  service 
under  this  rate  until  1914  at  which  time  the  contract  was  cancelled  and 
the  Maximum  Demand  rate  was  substituted.  Changes  were  made  in 
the  maximum  demand  rate  in  1909,  and  for  the  period  from  1909  to 
1914  the  complainants'  demands  for  service  were  such  that  it  would 
have  been  more  economical  for  them  to  take  current  under  the  demand 
rate  than  to  continue  under  the  other  rate.  The  complainants  claim 
that  they  were  entitled  to  this  lower  rate  from  the  time  of  its  introduc- 
tion and  that  they  had  been  overcharged  more  than  $300  and  ask  that 
a  refund  be  ordered.  On  behalf  of  the  company,  it  was  shown  not  only 
that  its  printed  schedule  showing  the  change  in  the  Maximum  Demand 
rate  was  filed  and  published  in  1909,  as  required  by  the  order  of  the  Com- 
mission, but  that  a  printed  notice  was  also  sent  to  all  customers  of  the 
company. 

The  opinion  says: 

"It  is  true  that  Mr.  Dale  testified  that  he  never  received  this  notice, 
but  it  is  not  the  duty  of  a  public  service  corporation  upon  making  any 
change  in  its  rates  to  see  to  it  that  every  customer  whose  rights  may 
possibly  be  affected  by  such  change  receives  actual  notice  of  it.  Nor 
does  the  law  require  an  electrical  corporation  to  notify  its  customers 
by  circular  of  any  change  in  its  rates.     A  printed  schedule  showing 
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the  change  in  the  rate  was  printed,  filed  with  the  Commission  and 
kept  open  for  public  inspection  prior  to  and  after  the  date  when  it 
went  into  effect.  This  was  all  that  the  company  was  legally  re- 
quired to  do  and  it  should  not  be  prejudiced  by  the  fact  that  the 
additional  notice  sent  out  by  it  was  not  in  fact  received  by  these 
complainants.  Of  course,  if  a  change  affects  a  contract  under  which 
a  customer  is  receiving  service  he  must  get  the  benefit  of  it  without 
any  action  on  his  part.  But  where,  as  here,  the  customer  has  the 
right  to  elect  under  which  of  two  or  more  rates  he  will  take  service, 
the  public  service  corporation  is  under  no  legal  obligation  to  advise 
him  which  in  its  opinion  will  be  most  beneficial  for  him." 

In  regard  to  the  power  of  the  Commission  to  order  a  refund,  the  opinion 
says: 

''Of  course,  the  Commission  is  not  a  court  and,  therefore,  is  without 
power  to  make  an  order  directing  a  public  service  corporation  to 
repay  to  a  customer  any  part  of  a  charge  collected  for  past  service 
even  though  the  Commission  may  find  such  charge  to  have  been 
excessive." 

NEW  YORK 

132 — Protection  from  Competition. 

Colliers  Light,  Heat  and  Power  Company,  Apphcation  for  Approval 
of  Franchise.  Decision  of  the  New  York  Public  Service  Commission, 
(2  D)  Granting  the  Application.  February  15,  1916. 
The  Colliers  Light,  Heat  and  Power  Company  appHed  for  approval  of 
a  franchise  granted  by  the  board  of  the  Town  of  Oneonta  to  enable 
the  company  to  furnish  electricity  for  hghting,  heating  and  power 
purposes  in  the  town  and  to  light  the  streets  in  a  portion  of  the  town 
which  has  been  set  off  as  a  lighting  district. 

The  Oneonta  Light  and  Power  Company,  operating  in  the  City  of 
Oneonta,  protested  against  the  approval  of  the  application,  alleging 
that  it  was  ready  to  supply  service  in  the  territory  covered  by  the 
franchise  and  that  it  objected  to  having  permission  granted  to  any 
other  company  to  supply  electricity  in  the  newly  created  lighting 
district  for  the  reason  that  this  district  adjoins  the  City  of  Oneonta 
and  would  sooner  or  later  become  a  part  of  the  city  in  which  the  prot- 
estant  company  is  supplying  electricity  for  public  and  private  use. 
The  protestant  company  has  never  applied  for  or  receivjed  a  franchise 
from  the  Town  of  Oneonta. 
The  Commission  says: 

''On  such  a  state  of  facts  it  is  not  entitled  to  demand  protection  on 
the  ground  that  the  territory  in  question  belongs  to  it  because  it  is 
doing  business  therein  in  the  manner  stated.  The  fact  that  the 
Town  of  Oneonta  adjoins  the  City  of  Oneonta  does  not  in  and  of 
itself  make  this  the  protected  territory  of  the  Oneonta  Light  and 
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Power  Company  when  it  is  not  doing  business  therein  lawfully  and 
has  taken  no  steps  to  obtain  any  rights  therein  prior  to  the  time 
when  another  company  comes  along  and  obtains  the  necessary 
authority  to  enable  it  to  supply  electricity  for  lighting,  heating, 
and  power  purposes  in  said  town.  It  has  never  been  the  policy  of 
the  Commission  to  protect  an  existing  company  in  its  natural  terri- 
tory except  when  an  earnest  effort  has  been  made  to  acquire  the 
business  available  in  said  territory,  nor  has  it  been  the  practice  of 
the  Commission  where  another  company  in  good  faith  seeks  to 
obtain  permission  to  do  business  in  a  certain  territory  to  prevent  it 
from  so  doing  because  eventually  this  territory  must  be  supplied  by 
another  company  doing  business  in  an  adjoining  municipahty. 
Every  electric  light  company  that  is  progressive  in  its  management 
is  seeking  for  all  available  business  without  waiting  for  some  other 
company  to  enter  the  field  and  thus  give  notice  that  there  is  business 
which  seems  to  be  attractive  and  to  offer  an  available  field  for 
development.  In  this  particular  instance,  if  there  is  a  territory 
which  would  seem  to  justify  another  company  in  endeavoring  to 
obtain  the  business  therein,  it  would  certainly  seem  as  though  the 
Oneonta  Company,  which  has  been  doing  business  in  the  adjoining 
territory  for  many  years,  should  at  least  have  made  some  effort  to 
develop  such  business  before  another  company  undertook  so  to  do. 
However,  the  record  seems  to  indicate  that  the  Oneonta  Company 
was  not  desirous  of  extending  its  lines  in  the  Town  of  Oneonta,  so 
that  it  cannot  now  complain  because  the  applicant  seeks  to  obtain 
permission  to  exercise  a  franchise  which  has  been  granted  to  it  in 
due  course.  It  may  properly  be  said  that  the  Oneonta  company 
was  not  entitled  as  a  matter  of  right  to  any  notice  from  the  town 
■  board  of  the  intention  to  establish  a  lighting  district  in  said  town, 
nor  was  there  any  obligation  on  the  part  of  the  town  board  to  give 
the  Oneonta  company  any  notice  of  intention  to  make  a  contract 
for  lighting  the  streets  in  the  proposed  lighting  district.  It  may  be 
assumed  in  cases  such  as  this  that  the  officials  composing  the 
town  board  of  a  town  will  do  what  in  their  judgment  is  best  for  the 
taxpayers  of  the  town  and  not  otherwise.  In  this  case  the  town 
authorities  were  represented  at  the  hearing  and  gave  the  application 
their  support,  thus  indicating  to  the  Commission  that  they  felt  that 
the  application  should  be  granted.  If  the  Oneonta  company  had 
been  lawfully  engaged  in  business  in  that  portion  of  the  town  in 
question,  and  had  been  diligent  in  endeavoring  to  develop  the  terri- 
tory, the  Commission  would  undoubtedly  have  declined  to  grant 
this  present  application.  However,  such  a  state  of  affairs  does  not 
exist,  and  upon  the  facts  presented  there  is  no  good  reason  for 
denying  the  application." 

The  Oneonta  Ice  Company,  which  appeared  as  a  taxpayer  in  the 
district,  has  no  standing  before  the  Commission  in  this  matter,  "because 
the  Commission  has  no  jurisdiction  to  try  out  actions  in  which  taxpayers 
in  a  town  allege  that  their  town  board  is  making  an  improvident  con- 
tract on  behalf  of  the  town." 
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The  opinion  concludes: 

''The  whole  proposition  resolved  itself  down  into  one  where  an 
existing  corporation  slept  on  its  opportunities  too  long  and  thereby 
enabled  another  company  to  enter  a  territory  which  should  have 
been  developed  by  it.  No  pubhc  service  corporation  has  the  right 
to  assume  that  its  natural  territory  will  be  kept  sacred  and  inviolate 
for  it  alone  until  such  time  as  it  determines  that  some  development 
should  be  undertaken  therein  regardless  of  the  desires  or  require- 
ments of  the  public.  The  wishes  and  needs  of  the  people  are  para- 
mount, and  when  a  situation  develops  where  the  inhabitants  of  a 
community  desire  to  have  electricity  for  use  in  their  homes  and  to 
light  their  streets,  and  they  are  able  to  obtain  it  at  satisfactory 
rates,  the  Commission  should  aid  them  in  every  reasonable  way, 
having  at  all  times,  of  course,  due  regard  for  the  rights  of  all  inter- 
ested parties." 

The  application  was  granted. 


CALIFORNIA 

148-^ompetition. 

City  of  Roseville  v.  Pacific  Gas  and  Electric  Company.  Com- 
plaint as  to  Electric  Rates  Charged  by  the  Company  in  Competition 
with  the  Municipal  Utility.  Decision  of  the  California  Railroad 
Commission,  Dismissing  the  Complaint.     February  21,  1916. 

The  Company,  in  competition  with  the  municipal  utility,  has  in  effect 
lower  rates  for  electric  service  than  those  offered  by  the  city.  The 
city  brought  this  complaint  before  the  Commission  alleging  that  the 
company's  charges  are  unreasonable. 

The  Commission  says : 

"It  is  apparent  from  the  evidence  that  the  City  of  Roseville  is  not 
appearing  in  behalf  of  its  citizens,  as  consumers  of  the  defendant, 
and  asking  to  have  the  rates  established  upon  a  metered  basis  for 
the  benefit  of  such  consumers;  but  it  is  in  effect  asking  this  Com- 
mission to  force  the  defendant  to  alter  its  basis  of  charges,  not 
because  the  present  rates  are  too  high,  but  because  they  are  too  low. 

"In  other  words,  the  City  of  Roseville  is  not  appearing  in  this  case 
in  behalf  of  any  consumers  of  defendant,  nor  is  it,  itself,  a  consumer. 
In  other  words,  the  city  has  no  relationship  to  the  defendant  except 
that  of  a  competitor  of  the  defendant  within  the  city  of  Roseville. 
As  far  as  the  defandant's  obligations  are  concerned,  the  city  is  an 
entire  stranger  to  the  defendant." 

The  complaint  is  dismissed. 
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REFERENCES 
RATES 

621.1— Load  Factor. 

Increasing  Load  Factor  in  Order  to  Decrease  Deterioration  of 
Electric  Apparatus,  by  F.  G.  Baum.  Journal  of  Electricity,  Power 
and  Gas.     March  18,  1916.     p.  224.     1  page. 

It  is  shown  that  depreciation  or  deterioration  of  electrical  equipment  is  less  when 
the  apparatus  is  kept  at  work  than  when  it  is  idle,  and  hence  that  improvement 
of  the  load  factor  of  the  system  will  increase  the  life  of  much  of  the  equipment 
in  use.  "And  inasmuch  as  better  load  factors  mean  reduced  capital  cost  and 
more  revenue,  in  addition  to  less  deterioration,  it  is  important  for  the  industry 
as  a  whole  that  this  principle  of  constant  use  to  reduce  deterioration  should  be 
more  generally  appreciated.  The  wisdom  of  the  policy  of  such  men  as  Mr.  Insull, 
who  believe  in  one  general  electrical  system  for  an  entire  district,  will  be  appre- 
ciated more  as  the  electrical  system  becomes  better  known." 

520 — Determination  of  Demand. 

Determination  of  Peak  Demand  for  Electric  Service,  by  E.  T. 
Selig.  Read  Before  the  Indiana  Engineering  Society,  February  4, 
1916. 

The  determination  of  the  proper  time  interval  for  demand  charges  depends  upon 
the  source  of  power,  the  type  and  overload  capacity  of  the  generating  plant,  the 
ratio  of  generating  plant  capacity  to  the  load  being  metered,  the  character  of  the 
load,  and  duration  of  the  peaks.  The  application  of  these  factors  to  character- 
istic loads  for  different  industries  is  briefly  discussed. 

The  writer  draws  the  following  conclusions: 

"The  demand  to  be  charged  for  should  be  an  integrated  demand. 

"The  time-interval  should  be  fifteen  minutes. 

"The  instantaneous  peaks  should  not  exceed  the  integrated  demand  by  more 
than  fifty  per  cent  and  if  the  character  of  load  is  such  that  the  instantaneous 
peak  must  exceed  the  integrated  demand  by  more  than  fifty  per  cent,  then 
the  demand  to  be  charged  for  should  be  taken  at  two-thirds  of  the  averaged 
daily  instantaneous  peaks  of  the  month. 

"The  minimum  demand  charged  for  in  any  one  month  should  be  not  less  than 
forty  per  cent  of  the  connected  load  of  the  installation. 

"For  loads  having  power  factors  of  less  than  80%  the  demand  to  be  charged  for 
■should  be  determined  by  multiplying  the  actual  demand  in  true  kilowatts  by 
eighty  and  dividing  the  product  by  the  actual  percentage  of  power  factor  ex- 
isting at  the  time  of  peak  load." 

INVESTMENT  AND  RETURN 

310— Valuation. 

Discussion  of  some  of  the  Fundamental  Principles  Involved  in 
THE  Valuation  of  the  Property  of  Common  Carriers,  Before  the 
Interstate  Commerce  Commission,  Washington,  D.  C,  January  26-28, 
1916.     151  pages. 

This  is  a  printed  copy  of  the  rate  arguments  presented  by  the  Representatives  of 
the  National  Association  of  Railway  Commissioners  and  the  State  Railway  Com- 
missions and  of  the  Presidents'  Conference  Committee  on  Federal  Valuation  of 
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the  Railroads  in  the  United  States.  The  testimony  is  concerned  with  the  con- 
struction of  the  Valuation  Act,  determination  of  original  cost  and  cost  of  repro- 
duction new,  depreciation  and  appreciation,  valuation  of  land,  and  valuation  of 
intangibles,  aids,  gifts  and  grants. 

300 — Investment  and  Return. 

School  District  of  Pittston  et  al.  v.  Citizens  Electric  Illuminat- 
ing Company.  Brief  for  the  Company  Filed  with  the  Pennsylvania 
Pltblic  Service  Commission.     168  pages. 

The  argument  supported  in  the  brief  for  the  company  is  summarized  as  follows: 
(1)  A  School  District  or  a  Municipal  Corporation  is  not  entitledito  receive  rates 
for  electric  service  which  yield  a  return  to  the  public  service  company  less  than 
that  to  be  derived  from  other  consumers  taking  like  service  under  similar  condi- 
tions; (2)  a  customer  of  an  electric  light  company  using  service  in  different  loca- 
tions with  different  meters  is  not  entitled  to  aggregate  the  consumption  at  the 
scattered  locations  for  the  purpose  of  ascertaining  and  applying  the  rate  per  cent 
of  discount,  and  (3)  a  minimum  charge  for  customers  with  large  installations 
based  upon  the  size  of  installation  is  fair  and  reasonable. 

The  filing  of  the  complainant's  brief  was  noted  in  8  Rate  Research  299. 

300 — Investment  and  Return. 

Brief  on  Behalf  of  the  City  of  Cincinnati  in  the  Matter  of  the 
Appraisal  of  the  Property  of  the  Cincinnati  Gas  and  Electric  Com- 
pany, and  of  the  Union  Gas  and  Electric  Company,  Used  in  Elec- 
trical Service.     Pamphlet,  82  pages. 

A  brief  has  been  filed  with  the  Ohio  Public  Utilities  Commission  setting  forth 
the  city's  contentions  regarding  the  valuation  of  the  electric  properties  of  the 
Cincinnati  Gas  and  Electric  Company  and  the  Union  Gas  and  Electric  Company, 
for  the  purposes  of  the  rate  investigation  which  is  now  before  the  Commission. 

300 — Investment  and  Return. 

Report  on  Gas  Rates  of  the  Union  Gas  and  Electric  Company, 
Cincinnati,  Ohio,  by  Arthur  C.  King.     Pamphlet,  52  pages. 

An  investigation  of  natural  gas  rates  of  the  Union  Gas  and  Electric  Company 
was  conducted  by  Mr.  King  on  behalf  of  the  City  of  Cincinnati  and  a  report  was 
submitted  February  23,  1916,  which  now  appears  as  a  printed  brief.  The  report 
gives  a  history  of  the  property  and  summarizes  the  findings  as  to  the  value  of 
the  natural  gas  property  and  the  property  previously  used  in  the  manufacture  of 
gas.  The  artificial  gas  property  is  considered  as  auxiliary  or  reserve  equipment. 
With  any  decrease  or  failure  in  the  natural  gas  supply  this  equipment  may  again 
be  called  into  use. 

300 — Investment  and  Return. 

Studies  in  the  Cost  of  Urban  Transportation  Service,  by  F.  W. 
Doolittle,  Director  Bureau  of  Fare  Research,  A.  E.  R.  A.  Volume, 
467  pages. 

This  book  is  the  result  of  an  eighteen  months'  investigation  of  the  fare  question 
by  Mr.  Doolittle,  acting  as  the  Director  of  the  Bureau  of  Fare  Research  of  the 
American  Electric  Railway  Association  and  is  printed  under  the  direction  of  the 
Association's  Committee  on  the  Cost  of  Passenger  Transportation  Service.  The 
comprehensive  study  of  cost  of  service  and  the  factors  tending  toward  ever  in- 
creasing cost  of  railway  operation  has  been  prepared  to  assist  in  clearing  up  mis- 
understandings and  misrepresentations  as  to  the  actual  financial  results  of  electric 
railway  operation  and  the  possibilities  of  lower  fares  and  larger  contributions 
from  electric  railways  toward  the  cost  of  government. 
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While  portions  of  the  report  deal  with  a  study  of  traffic  characteristics  and  similar 
matters  limited  in  application  to  the  electric  railway  industry,  other  portions, 
particularly  the  determination  of  the  cost  of  service,  will  be  of  interest  to  electric 
and  other  public  utilities.  An  interesting  analysis  and  discussion  is  given  of  the 
cost  of  developing,  establishing  and  financing  the  business;  overhead  costs;  going 
value;  depreciation  and  appreciation;  determination  of  value  for  purposes  of  rate 
making,  sale,  taxation,  and  condemnation;  and  actual  return  and  determination 
of  what  is  a  reasonable  return.  Discussions  are  also  given  of  the  experience  of 
individual  companies  under  local  or  state  regulation,  considerable  space  being 
given  to  the  Cleveland  and  the  Milwaukee  situations. 


PUBLIC  SERVICE  REGULATION 

253 — Commission  Reports  of  Decisions. 

Report  of  the  Public  Service  Commission  of  Maryland,  for  the 
Year  1914.     822  pages. 

The  report  contains  the  opinions  and  decisions  of  the  Commission,  the  opinions 
of  coimsel,  an  account  of  the  work  of  the  Commission  staff  in  meter  testing  and  other 
inspection  work  and  statistics  from  the  annual  reports  of  corporations  under  regu- 
lation, for  the  year  ending  December  31,  1914. 


MUNICIPALITIES 

810 — Municipal  or  Local  Regulation  of  Utilities. 

Snapping  Cords,  Comments  on  the  Changing  Attitude  of  American 
Cities  Toward  the  Utility  Problem,  by  Morris  Llewellyn  Cooke. 
Pamphlet  42  pages. 

Two  lectures  by  Morris  Llewellyn  Cooke,  which  were  delivered  at  various  eastern 
universities  during  the  early  part  of  1915,  are  printed  in  pamphlet  form. 

The  possibilities  of  municipal  regulation  and  operation  are  discussed.  A  great 
deal  of  emphasis  is  laid  upon  the  organization  and  co-operation  existing  between 
private  utilities  and  it  is  earnestly  urged  that  municipalities  also  co-operate, 
through  the  Utilities  Bureau,  in  solving  problems  of  regulating  or  operating  such 
utilities. 

In  regard  to  municipal  ownership,  the  writer  states  that,  at  present  at  least,  it  is 
not  desirable  for  the  reason  that  municipalities  already  have  their  hands  full. 
Their  energies  should  first  be  directed  toward  securing  an  efficient  and  economical 
management  of  the  affairs  which  properly  belong  to  the  municipality. 


COURT  DECISION  REFERENCES 

200 — Public  Service  Regulation — Law  and  Practice. 

State  ex  rel.  Public  Service  Commission  of  W.\shington  v.  Spok.\ne 
&  I.  E.  R.  Co.  Decision  of  the  Supreme  Court  of  Washington. 
February  15,  1916.     154  Pacific  1110. 

The  company  is  operating  a  street  railway  system  in  the  City  of  Spokane.  It 
has  developed  and  contracted  for  electric  power  in  excess  of  its  present  needs  in 
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the  operation  of  the  street  railway.  This  surplus  it  has  sold  underjprivate  con- 
tracts to  others  for  various  uses. 

This  proceeding  was  brought  to  compel  the  traction  company  to  submit  the 
private  contracts  to  the  Public  Service  Commission,  it  being  the  theory  of  the 
Commission  that  it  has  jurisdiction  over  that  part  of  the  business  which  hereto- 
fore has  been  regarded  as  private  and  in  which  the  state  had  no  interest;  that  it 
cannot  make  an  adequate  and  intelligent  survey  of  the  rates  charged  by  appellant 
in  its  service  to  the  public  without  them,  and,  further,  that  to  regulate  the  rates 
for  traction  purposes,  it  must  have  a  disclosure  of  all  contracts  and  all  activities 
yielding  a  revenue  to  appellant,  whether  they  be  private,  entered  into  with  indi- 
viduals, or  affect  a  public  service  only. 

The  court  says: 

"We  understand  the  law  in  this  state  to  be  that  companies  furnishing  electrical 
energy  may  or  may  not  be  public  service  corporations,  depending  upon  the 
objects  for  which  they  were  organized  and  the  business  in  which  they  are 
engaged,  the  logic  of  the  cases  being  that  we  will  judicially  inquire  whether 
the  sale  of  power  is  a  selling  to  the  public  generally  or  is  only  an  incident  to 
the  business  in  which  the  company  is  engaged,  as,  for  instance,  a  sale  pending 
a  time  when  its  surpliis  will  be  needed  to  accomplish  its  assumption  of  duty 
to  the  public,  for  it  has  been  held  that  a  public  service  corporation  can  antici- 
pate its  future  needs  and  develop  energy  reasonably  in  excess  of  present  require- 
ments. The  character  of  such  companies  and  their  relation  to  the  public  has 
been  frequently  considered  by  this  court.  We  find  no  departure  from  our 
first  holding  that  a  sale  of  electrical  energy  or  power  for  private  enterprises 
is  not  an  engaging  in  a  public  business  and  gives  such  companies  no  right  to 
assert  the  sovereignty  of  the  state." 

A  number  of  cases  are  cited  and  the  position  of  the  court  is  that  the  sale  of  power 
to  be  used  by  others  for  traction  purposes,  lighting,  manufacturing,  etc.,  is  not  a 
public  use,  and  that  the  sale  of  surplus  power,  or  the  difference  between  the 
ordinary  requirements  and  the  peak  load  by  a  corporation  which  does  do  a  public 
service  business,  when  such  surplus  is  not  in  use,  is  only  an  incident  to  the  public 
employment  of  which  the  law  will  take  no  notice. 

"The  only  interest  the  state  can  have  in  such  contracts  is  that  they  may  not 
be  made  and  persisted  in  to  the  detriment  of  the  public.  They  are  made 
subject  to  the  paramount  undertaking  of  the  company,  and  must  give  away  to 
the  public  interest  if  necessity  requires.  If  at  any  time  the  state,  acting 
through  its  accredited  agency,  puts  a  burden  upon  a  public  service  corporation 
which  requires  the  use  of  its  surplus  energy,  it  must  devote  such  energy  to 
the  public  use  and  abandon  its  private  contracts,  for  they  are  no  longer  mere 
incidents  to  the  undertaking  in  which  the  public  has  no  interest,  but  are  an 
incumbrance  upon  a  public  service.  A  private  contractor  could  not  compel 
specific  performance  of  his  contract  as  against  an  intervening  public  right. 
Thus  reasoning,  it  follows  that  inquiry  into  these  collateral  matters  is  not 
essential  to  the  performance  of  the  public  functions  of  the  respondent." 

The  Commission's  contention  that  it  should  have  the  information  regarding 
private  contracts  for  consideration  in  the  investigation  of  rates  for  street  railway 
service  is  disposed  of  as  follows: 

"Granting  that  the  appellant  is  entitled  to  a  fair  return  upon  its  investment 
and  the  public  to  a  fair  rate  of  transportation,  to  hold  that  respondent  could 
figure  appellant's  private  contracts  as  a  basis  for  rate  making  would,  in  turn, 
compel  the  holding  that  appellant  would  be  entitled  to  take  from  the  public 
enough  to  make  good  its  losses  in  its  private  enterprises.  The  state  has  no 
interest  either  in  appellant's  gains  or  losses  in  its  private  enterprises.  It  has 
not  yet  assumed  to  stand  as  an  inquisitor  or  conservator  in  private  business." 
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trict Court,  D.  Oregon,  re  con- 
tract between  city  and  company 192 

California  Southern  Railroad  Co.  De- 
cision of  California  Commission  re 

establishment  of  public  utilities 42 

Canada,  The  municipally-operated 
electrical  utilities   of   Western,   by 

A.  G.  Christie 332 

Castle  Rock  Mountain  Railway  & 
Park  V,  Denver  Tramway  Co.  De- 
cision  of   Colorado   Commission   re 

discrimination  in  rates 312" 

Cataract  Power  &  Conduit  Co., 
Louis  P.  Fuhrmann  v.  Decision  of 
New  York  Commission  (2D),  modi- 
fying former   rate  order 389 

Central  Illinois  Public  Ser\ice  Co.  De- 
cision of  Illinois  Commission  re 
rates      for      service      through      a 

"limiter"    165 

Central  Illinois  Public  Service  Co., 
City  of  Pana  v.  Decision  of  Illi- 
nois Commission  re  abandonment  of 

service  362 

Chesapeake  &  Potomac  Telephone  Co. 
of  Baltimore. .  Re  rates.    Brief  for 

Maryland    Commission 79 

Chicago.  Some  experiences  in  connec- 
tion  with    Chicago    street    lighting 

system,  by  A.  C.  King 382 

Chicago — Association  of  Commerce — 
Committee  of  Investigation  on 
Smoke  Abatement  and  Electrifica- 
tion of  Railway  Terminals.  Re- 
port, 1915  159 

Chicago,  Burlington  &  Quincy  Rail- 
road Co.,  Nebraska  State  Railway 
Commission  v.  Decision  of  Inter- 
state    Commerce     Commission     re 

competitive   rates 92 

Christie,  A.  G.  (The)  municipally- 
operated      electrical     utilities     of 

Western    Canada 332 

Cincinnati,  Ohio. 

Report  on  gas  rates  of  the  Union 
Gas  and  Electric  Co.,  by  Arthur 

C.    King 396 

Brief  on  behalf  of,  in  re  appraisal 
of  property  of  the  Cincinnati 
Gas  and  Electric  Co.,  and  of  the 
Union  Gas  &  Electric  Co.  before 

Ohio  Commission 396 

Public  utility  problems  in,  by  S.  Gale 

Lowrie  144 
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Cincinnati  Gas  &  Electric  Co.  and 
Union  Gas  &  Electric  Co.  Brief 
in  re  resolution  of  City  Council 
of  Cincinnati  for  an  appraisal  of 
the  property  of  the  Cincinnati  Gas 
&  Electric  Co.,  before  Ohio  Com- 
mission         317 

Cincinnati  Gas  &  Electric  Co.,  Brief 
on  behalf  of  city  of  Cincinnati  in  re 
appraisal    of    property    of,    before 

Ohio    Commission 396 

Citizens  Electric  Illuminating  Co., 
School  District  of  City  of  Pitts- 
ton  et  al.  r.  Brief  for  company  be- 
fore Pennsylvania  Commission 396 

Brief      of      complainant      before 

Pennsylvania  Commission  299 

Citizens'  Water  Co.,  Chace  v.  Deci- 
sion of  Pennsylvania  Commission 
re    refusal   of    service   where   bills 

of    former    tenant    are   unpaid 380 

Clayton,   J.    Paul.     Electric   cooking...     380 
Cleveland,     Ohio.       (The)      Cleveland 
municipal    lighting    plant,    by    F.    W. 

Ballard.     Bulletin  No.    2 Ill 

Cleveland  Electric  Illuminating  Co. 
Rate  schedules  effective  December 

1,    1915 179 

Collier,  W.  Rawson.  (The)  sale  of  cur- 
rent to  municipally  owned  distrib- 
uting systems  by  central  stations  111 
Colliers  Light,  Heat  &  Power  Co. 
Decision  of  New  York  Commission 
(2D)   re  protection  from  ccwmpeti- 

tion    392 

Colorado — P.  U.  C. 

Caatle  Rock  Mountain  Railway  & 
Park   V.   Denver     Tramway     Co. 

Re  discrimination  in  rates 312 

Colorado    Springs    Light,    Heat    & 

Power  Co.    Re  rates* 216,  225 

Rehearing  of  rates  case* 369 

Mountain  States  Telephone  &  Tele- 
graph Co.  Re  extension  of  serv- 
ice       232 

Uniform    system    of    accounts    for 
electric  utilities.    January  1,  1916     382 
Co'orado     Springs     Light,     Heat      & 
Power    Co.     l5ecision    of    Colorado 

Commission  re  rates* 216,   225 

Rehearing  of  rates  case* 369 

Commonwealth  Edison  Co. 

Advertisements.  Series  appearing 
in  Chicago  dailies  beginning  Sep- 
tember  30,   1915 96 

How  Commonwealth  Edison  Com- 
pany  works •    333 

Rules  and  information  pertaining  to 
electric    service,   meters,   wiring 

and   motors 79 

Consolidated  Gas,  Electric  Light  & 
Power  Co.   of  Baltimore,  Md.   Gas 

rates  effective  February  1,  1916 305 

Cooke,    Morris     Llewellyn.      Snapping 

cords    397 

Corona,  City  of,  v.  Corona  Home 
Telephone  &  Telegraph  Co.  Deci- 
sion   of    California    Commission    re 

rates    89 

Corona  Home  Telephone  &  Telegraph 
Co.,  City  of  Corona  v.  Decision  of 

California  Commission  re  rates 89 

County,  A.  J.    Railroad  regulation 236 

Couzens,  H.  H.  (The)  growth  and 
rates  of  the  Toronto  hydro-elec- 
tric   system 144 

Curtiss,  W.  B.  Depreciation  of  prop- 
erty        143 


o 

Dayton  Power  &  Light  Co.,  Dayton, 
Ohio.  Rate  schedules  effective 
January  1,  1916 306 

Delaware  &  Atlantic  Telg.  &  Tel. 
Co.  Decision  of  New  Jersey  Com- 
mission  re    free    telephone   service       28 

Denver  Tramway  Co.,  Castle  Rock 
Mountain  Railway  &  Park  v.  De- 
cision of  Colorado  Commission  re 
discrimination    in    rates 312 

Des  Moines  Electric  Co.,  Homestead 
Co.  V.  Decision  of  District  Court, 
S.  D.,  Iowa,  C.  D.,  re  discrimina- 
tion in  rates 122 

Dickerman,  Judson  C. 

(The)  cost  of  supplying  illuminating 
gas     In     the     smaller     American 

cities  142 

Standards    of    service    clauses    in 

street  lighting  contracts 143 

District  of  Columbia — P.  U.  C. 

Order  re  monthly  reports  of  elec- 
tric   companies 168 

Terminal  Taxlcab  Co.    Re  rates 329 

Doolittle,  F.  W.   Studies  in  the  cost  of 

urban    transportation    service 396 

Douglas  Gas  Corporation.  Decision 
of  Arizona  Commission  re  mini- 
mum charge 72 

Duncan,  James  P.  Economic,  social 
and  political  conditions  in  Europe 
which  Influence  government  owner- 
ship of   the   telephone 208 

Duncan,    Thomas.     (The)    record    of 

the   Public   Service   Commission 364 

f 

East  Bakersfleld  Improvement  Asso- 
ciation V.  Bakersfleld  Water  Com- 
pany. Decision  of  California  (I^om- 
mlsslon   re  rates 346 

Eastern  Pennsylvania  Light,  Heat  & 
Power  Co.,  Borough  of  Tamaqua 
V.  Decision  of  Pennsylvania  Com- 
mission  re   street   lighting   rates...     376 

Edison  Electric  Illuminating  Co.  of 
Boston.  Rate  for  heating  and 
cooking,   October  1,   1915 3 

Edison  Electric  Illuminating  Co.  of 
Brooklyn,  P.  M.  Dale  &  Son  v.  De- 
cision of  New  York  Commission 
(ID)  re  duty  of  company  to  give 
notice  of   change   in   rates 391 

Edison  Illuminating  Company,  Asso- 
ciation of,— Lamp  Committee. 
Free  lamp  renewal  policy  of  Edison 
companies  174 

Edmonton,  Canada,  Municipal  owner- 
ship  in 48 

Eisenmenger,  H.  E.  (The)  small  cus- 
tomer   question 32 

Electrical  World.  Returns  for  the 
lighting  Industry  in  1915 236 

Elgin,  J.  &  E.  Ry.  Co.  v.  United 
States.  Decision  of  United  States 
Circuit  Court  of  Appeals,  7th  Cir- 
cuit, re  inaccurate  report  to  Com- 
mission       285 

Emporia  Telephone  Co.  v.  Public  Utili- 
ties Commission  of  Kansas.  Deci- 
sion of  Kansas  Supreme  Court  re 
rates  315 


*The  star  indicates  that  rate  schedules 
are  given. 
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Exeter  &  Hampton  Electric  Co.  De- 
cision of  New  Hampshire  Commis- 
sion  re   issue   of   bonds 379 

Europe,  Economic,  social  and  political 
conditions  in,  which  influence  gov- 
ernment ownership  of  the  tele- 
phone, by  James  P.  Duncan 208 

F 

Fennimore,  Village  of.  Decision  of 
Wisconsin  Commission  re  rates  and 
service  172 

Flat  Creek  Telephone  Co.  Decision  of 
Tennessee  Commission  re  competi- 
tive  rates 360 

Forse,  W.  H.,  Jr.  Depreciation  and 
appreciation    191 

Ft.  Scott  &  Nevada  Light,  Heat. 
Water  &  Power  Co.  Decision  of 
Missouri   Commission  re   rates* 19 

Fredonia  Natural  Gas  Light  Co.,  Vil- 
lage of  Fredonia  v.  Decision  of  New 
York  Supreme  Court,  Appellate 
Division,  re  forfeiture  of  fran- 
chise       127 

Freeman,  W.  W.  Tendencies  in  cen- 
tral-station   rate-making 62 

C 

Gantt,  H.  L.    (The)  relation  between 

production  and  costs 4 

Garman,  H.  O.  Difficulties  of  state 
commission  regulation  of  public 
utilities  381 

Georgia — R.  R.  C.    Annual  report  for 

the  year  1914 47 

Gillette,  Halbert  P.  (The)  valuation 
of  water  works  properties.  Ap- 
praisal of  working  capital 96 

Glen  Telephone  Co.,  Edwards  et  al. 
V.  Decision  of  New  York  Commis- 
sion (2D)  re  rates 324 

Goetz,  Jacob  H.    Court  decisions  on 

depreciation    236 

Grambs,  W.  J.  (The)  ineflSciency  of 
municipal    ownership Ill 

Granada  Park  Water  Committee  v. 
San  Gabriel  VaUey  Water  Co.  De- 
cision of  California  Commission. 
Company  allowed  to  earn  on  donated 
property    221 

Grange  Hall  Farmers  Telephone  Co. 
Decision  of  Wisconsin  Commission 
re  protection  from  competition 26 

Gray,  William  B,  Petition  of,  for 
permission  to  operate  auto  bus  line 
in  New  Rochelle.  Decision  of  New 
York   Commission    (2D) : 140 

Great  Western  Power  Co. 

Decision  of  Cahfornia   Commission 

re  issue  of  securities 265 

Re  protection   from  competition     232 

Greisaer,    V.    H.,    and   H.    B.    Pierce. 

Determination  of  maximum  demand       14 

Guernsey,  Nathaniel  T.    Valuation 299 

H 

Hagenah,  William  J. 

(The)     development    of     the     true 

function  of  the  commission 223 

What   is  going  value  in  public  utili- 
ties?       237 

Hale,  R.  S.  (The)  history  and  pur- 
pose of  concentric  wiring 318 

Hall,   A.    S.     Economical   construction 

of   rural  lines 159 

Hanover,  Borough  of,  v.  Hanover 
Sewer  Co.  Decision  of  Pennsyl- 
vania Supreme  Court  re  valuation 
for  purchase  by  municipality 270 


Henry,  Charles  L.  Justice  for  electric 

railways  302 

Hihn  Water  Co.  Decision  of  Cali- 
fornia Commission  re  valuation  for 
purchase  by  municipality 29 

Hocking  Valley  Ry.  Co.  v.  Public 
Utilities  Commission.  Decision  of 
Ohio    Supreme    Court    re   adequate 

service 237 

Re     appeal     from     Commission's 

order  286 

Holllater  Water  Co.  Decision  of  Cali- 
fornia Commission  re  rates  fixed 
by  contract  311 

Home  Telephone  Co.  of  Bicknell.  De- 
cision of  Indiana  Commission  re 
investment  and  return 103 

Homestead  Co.  v.  Des  Moines  Elec- 
tric Co.  Decision  of  District 
Court,  S.  D.,  Iowa,  C.  D.,  re  dis- 
crimination in   rates 122 

How,  Jared.  Depreciation  as  an  ele- 
ment in  rate  making 363 

Humphreys,  Alexander  C,  Address 
before  the  International  Gas  Con- 
gress.    September  27,  1915 15 

Hutchinson,  F.  R.    Gas  street  lighting     349 

f 

Idaho— P.  U.  C. 

Milner  and  North  Side  Railroad  Co. 

Re  discontinuance  of  service 156 

Report    for    the    year    ended   June 

30,  1915 268 

Sandpoint,  City  of,  v.  Sandpo'nt 
Water    &    Light    Co.     Re    water 

rates  83 

Swan  Creek  Electric  Co.  Re  pro- 
tection from  competition 44 

Taylor     v.     Northwest     Light     & 

Water  Co.    Re  rates* 132 

Wilcox  and  Jones,  Applications  for 
authority   to  operate  gas  utility 

in  Idaho  Falls 360 

Idaho  Falls,  Idaho,  AppHcations  of 
Wilcox  and  Jones  for  authority  to 
operate  gas  utihty  in.     Decision  of 

Idaho    Commission 360 

Illinois— P.  U.  C. 

Annual   report,    1914.    Vols.    I.   and 

II 317 

Belleville,  City  of,  v.  St.  Clair 
County  Gas  &  Electric  Co. 

Re   electric   rates* 274 

Re  gas  rates 99 

Central  Illinois  Public  Service  Co. 
Re  rates   for  service   through  a 

"limiter"    165 

Pana,  City  of,  v.  Central  Illinois 
Public  Service  Company.  Re  aban- 
donment of   service 362 

Po'.o  Mutual  Telephone  Co.  Re  com- 
mission's power  over  rates  fixed 

by  contract 329 

Standards    of    service    for    water 

companies  158 

Western  United  Gas  &  Electric  Co. 

Re  deposits 12 

(lUinoia — P.  U.  C.)  (The)  develop- 
ment and  importance  of  an  ade- 
quate   engineering    department,    by 

Walter  A.  Shaw 317 

Independence  Gas  Co.  et  al..  State 
V.  Decision  of  Kansas  Supreme 
Court.  Commission's  control  over 
receivers  same  as  over  owners 334 


♦The  ptar  indicates  that  rate  schedules 
are  given. 
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Indiana— p.  S.  C. 

Commercial  Club  of  Terre  Haute 
et    al.    V.    Terre    Haute    Water 

Works  Co.    re  rates 197 

Home    Telephone    Co.    of    Bicknell. 

Re  investment  and  return 103 

Indiana  and  Michigan  Electric  Co. 
Plate  schedules  approved  Febru- 
ary 2,  1916 289 

Rochester  Electric  Light,  Heat  & 

Power  Co.   Re  rates* 229 

Indiana — P.  S.  C,  The  record  of  the, 

by  Thomas  Duncan 364 

Indiana— P.  S.  C.  v.  State  ex  re'.  Mer- 
chants Heat  &  Light  Co.  Decision 
of  Indiana  Supreme  Court  re  issue 

of  bonds 333 

Indiana — Supreme  Court.  Indiana 
Public  Service  Commission  v.  State 
ex  rel.  Merchants  Heat   and  Light 

Co.    Re  issue  of  bonds 333 

Indiana  &  Michigan  Electric  Co. 
Rate    schedules,    effective    May    1, 

1916  289 

InsuU,   Samuel.    Economic   significance 

of  electricity  supply 63 

I.  C.  C.  Nebraska  State  Railway 
Commission  v.  Chicago,  Burlington 
&  Quincy  Railroad  Co.  Re  com- 
petitive rates 92 

I.  C.  C, 

Arg:uments  on  Federal  valuation  of 

railroads  before 110,  395 

Brief  in  behalf  of  companies  re 
Federal    valuation    of     railroads 

before    79 

Brief  on  behalf  of  National  Asso- 
ciation of  Railway  Commission- 
ers re  Federal  valuation  of  rail- 
roads before 208 

Iowa — District  Court,  S.  D.,  Iowa, 
C.  D.  Homestead  Co.  v.  Des  Moines 
Electric   Co.     Re   discrimination   in 

rates 122 

Iowa — District  Court,  S.  D.,  Iowa,  E. 

,     D.    Iowa  Telephone  Co.  v.  City  of 

Keokuk.     Re    city's    power    to    fix 

maximum  rates 124 

Iowa  Telephone  Co.  v.  City  of  Keo- 
kuk. Decision  of  District  Court, 
S.  D.,  Iowa,  E.  D.,  re  city's  power 

to  fix  maximum  rates 124 

Irwin  Heights  Water  Co.  Decision 
of  California  Commission  re  valua- 
tion for  purchase  by  municipality...     331 


Jenkins  Township  Electric  Light, 
Heat  &  Power  Co.  and  Township 
of  Jenkins,  Application  of.  Deci- 
sion of  Pennsylvania  Commission. 
Rehearing  re  competition 284 

Johnson,  L.  E.  (The)  relations  of  the 

railways  and   the  public 112 

Jones,  Application  of,  for  authority  to 
operate  gas  utility  in  Idaho  Falls. 
Decision  of   the   Idaho  Commission     360 

K 

Kahn,  Otto  H.  (The)  government  and 

the  railroads  300 

Kansas — P.  U.  C.  Order  requiring 
utilities  to  file  copies  of  all  con- 
tracts made  between  companies 252 

Kansas — P.  U.  C,  Emporia  Telephone 
Co.  V.  Decision  of  Kansas  Supreme 
Court  re  rates 315 


Kansas — Supreme  Court. 

Emporia    Telephone    Co.    v.    Public 
Utilities   Commission  of  Kansas. 

Re    rates 315 

State  V.  Independence  Gas  Co.   et 

al.      Commission's     control    over 

receivers   same   as   over  owners     234 

Wichita,    City  of,   v.   Wichita   R.    & 

Light    Co.    et   al.      Re   inspection 

of  company's  books  by  city 192 

Kealy,   Philip   J.    Municipal   co-opera- 
tion in  public  utility  management...32,   80 
Kennebec  Telephone  Co.  et  al.,  Cilley, 
et  al.  V,   Decision  of  South  Dakota 
Commission     re     protection     from 

competition  264 

Kensit,  H.   E.  M.    Use  of  electricity 

in  North  American  cities 175 

Keokuk,  City  of,  Iowa  Telephone  Co. 
V.  Decision  of  District  Court,  S.  D., 
Iowa,  E.  D.  re  city's  power  to  fix 

maximum  rates  124 

Kerr,  William  D.    Future  regulation  of 

public  utilities 237 

King,  Arthur  C. 

Report  on  gas  rates  of  the  Union 
Gas  and  Electric  Co.,  Cincinnati, 

Ohio 396 

Some  experiences  in  connection  with 

Chicago  street  lighting  system...     382 
Klotz,  Robert  G.    Pick  rational  plant 

units  for  depreciation  accounting...     236 
Knowlton,  Daniel  W.    Depreciation  as 
affecting  the  valuation  and  assess- 
ment  of  public  utilities 46 

L 

Lakewood  &  Coast  Electric  Co., 
Johnson  v.  Decision  of  N^w  Jersey 
Commission  re  terms  and  condi- 
tions       294 

Lakewood  Water,  Light  &  Power  Co., 
Davidson  v.  Decision  of  New  Jer- 
sey Commission  re  discontinuance 
of  service 293 

Landreth,  Olin  N.  District  repre- 
sentative of  utility  commissions 63 

Larson,  C.  M.  State  regulation  of 
municipally   owned  plants 30 

Law  Reporting  Company.  Official  in- 
dex to  state  legislation.  Vol.  I.  1915     349 

Lilienthal,  Jesse  W.    Welfare  work 48 

Lincoln,  Paul  M.  Rates  and  rate 
making 14 

London    Engineering    Editorial.       Production 

Costs  4 

Los  Angeles — Board  of  Public  Utili- 
ties. Annual  report  for  the  year 
ending  June  30,  1915...; 348 

Los  Angeles,  City  of.  Preliminary  de- 
cision of  California  Commission  re 
valuation  of  Southern  California 
Edison  Co.  for  purchase  by  mu- 
nicipality       252 

Louisville  &  N.  R.  Co.,  et  a',  v. 
United  States  et  al.  Decision  of 
District  Court,  M.  D.  Tennessee, 
N.  D.  re  court  review  of  Commis- 
sion's order 224 

Lowrie,  S.  Gale.  Public  utility  prob- 
lems in  Cincinnati 144 

M 

McFall,  Robert  James.  Railway  mo- 
nopoly and   rate   regulation 298 

Maine — P.  U.  C. 

Order  requiring  public  utilities  to 
file  statements  of  amounts 
ciaimed  as  fair  present  vaiue 265 

'The  star  indicates  that  rate  schedules 
are  given. 
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Rumford  Falls  Light  &  Water  Co. 

Re  rate  differentials 24 

Searsport  Water  Co.,  Calcord  et  al. 

V.  Re  rates  for  seasonal  ser\ice     340 
Turner  Light  &  Power  Co.  Re  pro- 
tection from  competition 119 

Malone,  Village  of,  v.  Mountain  Home 
Telephone  Co.  Decision  of  New 
York  Commission    (2D)    re  rates...     3S7 

Manila — P.  U.  C.  District  Engineer 
of  Capiz  V.  Yangco  Steamship  Co., 
re  adequate  service 92 

Manila  Gas  Corporation,  Watson  & 
Watson  V.  Decision  of  Philippine 
Islands  Commission  re  extension  of 
service   348 

Manila  Railroad  Co.  Decision  of 
Philippine  Island  Commission  re 
value  of  the  ser\nce 220 

Manitoba — P.  U.  C.  Annual  report 
for  the  year  ending  November  30, 
1914    93 

Marin  Water  &  Power  Co.,  Town  of 
Sausalito  v.  Decision  of  California 
Commission  re  rates  fixed  by  con- 
tract     104,  115 

Markham,  Percy  W.,  Application  of. 
Decision  of  Missouri  Conrunission  re 
protection  from  competition 222 

Maryland — P.  S.  C. 

Chesapeake  &    Potomac  Telephone 
Co.  of  Baltimore,  re  rates.  Brief 

of  Commission  79 

Consolidated  Gas,  Electric  Light  & 
Power  Co.  of  Baltimore.  Gas 
rates  approved  January  31,  1916  305 
Opinion  of  Counsel  W.  Cabell  Bruce, 
re  Commission's  power  to  pre- 
scribe  wholesale    rates   for   gas 

and  electricity 346 

Report,  1914  397 

Massachusetts — P.  S.  C. 

Annual  Report  for  1915 301 

Blue  Hill  Railway  Co.    Re  rates 38,  60 

Medford,  City  of,  et  al.,  California - 
Oregon  Power  Co.  v.  Decision  of 
District  Court,  D.  Oregon,  re  con- 
tract between  city  and  company 192 

Memphis  St.  Ry.  Co.  v.  Rapid  Transit 
Co.  Decision  of  Tennessee  Supreme 
Court  re  protection  from  com- 
petition       160 

Merchants  Heat  &  Light  Co.,  State 
ex  rel.,  Indiana  Public  Ser\-ice  Com- 
mission V.  Decision  of  Indiana  Su- 
preme Court  re  issue  of  bonds 333 

Merrill,  Wis.,  Smith  et  al.  v.  City 
Water  Co.  of.  Wisconsin  Commis- 
sion decision  re  rates 241 

Merritt  Manufacturing  Co.  et  al.  v. 
New  York  Central^  Hudson  River 
Railroad  Co.  et  al.  Decision  of  New 
York  Commission  (2D)  re  inter- 
change service  at  Lockport 27 

(Meyer,  H.  H.  B.)  List  of  recent 
references  on  public  service  rates 
with  special  reference  to  regula- 
tion       364 

Michigan — R.  R.  C.  Order  re  filing  of 
electric  rate  schedules 220 

Michigan — Supreme  Court.  Andrews 
V.  City  of  South  Haven.  Re  col- 
lateral business  of  utilities 121 

Midvalley  Power  Co.  Decision  of 
Pennsylvania  Commission  re  pro- 
tection from  competition 174 

Millar,     Preston    S.     (The)     effective 

illumination  of  streets 348 

Miller,  B.  E.  (The)  effect  of  temper- 
ature on  the  accuracy  of  watt- 
hour  meters  16 


Milner  and  North  Side  Railroad  Co. 
Decision    of    Idaho    Commission    re 

abandonment  of  ser\ice 156 

Milwaukee,    Wis.       Features    of     the 

Milwaukee  rate  schedule 222 

Milwaukee,  Street  lighting  develop- 
ment at,  by  Arthur  J.  Sweet 144 

Minneapolis  General  Electric  Co.  Rate 

schedules  effective  March  1,  1916...     337 
Missouri — P.  S.  C. 

Atchison,  Topeka  &  Santa  Fe  Rail- 
way Co.     Re  rates 357 

Ft.  Scott    &    Nevada  Light.  Heat, 

Water  &  Power  Co.    Re  rates*...       19 
Markham,  Percy  W.,  Application  of. 

Re  protection  from  competition...     222 
Rhodes-Burford   House   Furnishing 
Co.,  et  al.  V.  Union  Electric  Light 
&  Power  Co.   Re  refund  of  over- 
charge for  electric  service 262 

Sessinghaus  r.  St.  Louis  Merchants 
Bridge  Terminal  Railway  Co.    Re 

adequate    facilities 361 

Southwestern    Telg.     &     TeL     Co., 
Knott  et  al.  v.  Re  rates  fixed  by 

contract  9 

Monahan,  Thomas,  Mayor  of  San  Jose, 
r.  Pacific  Gas  &  Electric  Co.  Deci- 
sion of  California  Commission,  re- 
hearing electric  rates  case 340 

Montana — P.  S.  C.  Rules  and  regula- 
tions governing  water  ser\nce 174 

Mortimer,  James  D.   Rate  of  return...     300 
Mountain  Home  Telephone  Co.,  Board 
of  Trade  of  the  Village  of  Malone 
V.  Decision  of  New  York  Commis- 
sion (2D)  re  rates 387 

Mountain  States  Telephone  &  Tele- 
graph Co.  Decision  of  Colorado 
Commission  re  extension  of  service  232 
Myers,  Geo.  L.  Regulation  of  public 
utilities  has  made  competition  un- 
necessary and  unfair 127 

N 

Nashua  Street  Railway  Co.,  Colbum 
et  al.  V.  Decision  of  New  Hamp- 
shire Commission  re  extension  of 
service  296 

National  Association  of  Railway  Com- 
missioners. Bi-ief  re  Federal  valua- 
tion of  railroads  before  I.  C.  C 208 

N.  E.  L.  A. — New  England  Section. 
Why  central  stations  do  not  get  all 
the  big  power  business 16 

Nebraska — R.  R.  C.  Valparaiso  Tele- 
phone Co.    Re  rates 169 

Nebraska — R.  R.  C.  v.  Chicago,  Bur- 
lington &  Quincy  Railroad  Co.  De- 
cision of  Interstate  Commerce 
Commission  re  competitive  rates...       92 

Needham,  H.  Clay,  Application  of.  De- 
cision of  California  Commission  re 
mortgage  of  utility  as  security  for 
loan  for  non-utility  purposes 185 

New  Ashley  Telephone  Co.,  Ashley 
Tri-County  Mut.  Telephone  Co.  v. 
Decision  of  Ohio  Supreme  Court  re 
protection  from  competition 285 

New  Hampshire.  Laws  relating  to 
the  Public  Service  Commission, 
compiled   by   the  Commission 127 

New  Hampshire — P.  S.  C. 

Colbum,    et    al.    v.    Nashua    Street 
Railway    Co.      Re    extension    of 

ser\nce  296 

Exeter  &  Hampton  Electric  Co.   Re 
issue  of  bonds 379 
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Report  for  two  years  ending  August 

31,  1914  175 

New  Jersey — P.  U.  C. 

Bell  Electric  Motor  Co.  v.  Pub'.ic 
Service  Electric  Co.  Re  rate  dif- 
ferentials       281 

Bound  Brook  Water  Co.  Re  invest- 
ment and  return 91 

Davidson  v.  Lakewood  Water,  Light 
&  Power  Co.     Re  discontinuance 

of  service  293 

Delaware   &   Atlantic  Telg.   &   Tel. 

Co.     Re  free  telephone  service...       28 
Johnson  v,  Lakewood  &  Coast  Elec- 
tric Co.   Re  terms  and  conditions     294 
Newton   Gas    &    Electric    Co.      Re 

electric  rates  151 

Raritan  River  Railroad  Co.  Re  tax 
value  as  basis  for  issue  of  securi- 
ties           13 

Statistics  of  public  utilities  for  the 

year  1913  16 

Trenton  &  Mercer  County  Trac- 
tion Corporation.     Re  rates 181 

New  Jer.sey — P.  U.  C,  Borough  of 
North  Wildwood  et  al.  v.  Decision 
of  New  Jersey  Supreme  Court  re 
Commission's     power    over     rates 

fi.xed  by  contract 186 

New  Jersey- — Supreme  Court.  Bor- 
ough of  North  Wildwood  et  al.  v. 
Board  of  Public  Utility  Commis- 
sioners.    Re    Commission's    power 

over  rates  fixed  by  contract 186 

New  Orleans  Railway  &  Light  Co. 
Rate  schedules  effective  Decem- 
ber 1,  1915 163 

New  York — Niagara  County  Court. 
Western  New  York  Water  Co.  v. 
Laughlin  et  al.  Re  unnecessary  du- 
plication of  facilities 366 

New  York— P.  S.  C.  (ID). 

Annual  report  for  1913.  Vol.  V. 
Documentary  history  of  railroad 

companie.",  158 

Bronx  Gas  &  Electric  Co.    Re  issue 

of  bonds    •. 56,  67 

Hearing   re   heating   standards    for 

gas    377 

New    York    Edison    Company.      Re 

rates  fixed  by  contract 386 

New  York  Edison  Company  and  the 
United  Electric  Light  &  Power 
Co.     Supplementary    decision     re 

terms   and   conditions 51 

P.  M.  Dale  &  Son  v.  Edison  Electric 
Illuminating  Co.  of  Brooklyn.  Re 
duty  of  company  to  give  notice  of 

change  in  rates 391 

Reports  of  decisions  for  1914.   Vol. 

V 158 

New  York — P.  S.  C.  (2D). 

Board  of  Trade  of  the  Village  of 
Malone  v.  Mountain  Home  Tele- 
phone Co.     Re   rates 387 

Colliers  Light,  Heat  &  Power  Co. 

Re  protection  from  competition...     392 
Complaints  v.  South  Shore  Natural 
Gas  &  Fuel  Co.     Re  discrimina- 
tion  in   rates 167 

Edwards   et   al.   v.  Glen  Telephone 

Co.     Re  rates  324 

Gray,  William  B.,  Petition  of,  for 
permission    to  operate  auto   bus 

line  in  New  Rochelle 140 

Judge  V.  Plattsburgh  Traction  Co. 

Re  extension  of  service 378 


Louis  P.  Puhrmann  v.  Cataract 
Power  &  Conduit  Co.  Modifica- 
tion of  former  rate  order 389 

Merritt  Manufacturing  Co.  et  al.  v. 
New  York  Central  &  Hudson 
River  Railroad  Co.  et  al.  Re  in- 
terchange ser\ice  at  Lockport 27 

New  York  &  North  Shore  Traction 
Co.    Re  commission's  jurisdiction 

over  rates  fixed  by  contract 10 

New  York  Central  &  Hudson  River 
Railroad  Co.  Re  commission's  ju- 
risdiction   over    abandonment    of 

service   73 

Peoples  Natural  Gas.  Co.,  West 
Seneca.  Re  rates  fixed  by  fran- 
chise       138 

Shiebler  v.  Suffolk  Gas  &  Electric 
Light  Co.  Re  issue  of  securi- 
ties       345 

Silver  Creek  Electric  Co.  Fran- 
chise approved 297 

New  York — P.  S.  C.  (2D).,  People  ex 
rel.  Ulster  &  D.  R.  Co.  v.  Decision 
of  New  York  Supreme  Court  re 
commission's  power  to  fix  maximum 
rates  higher  than  statutory  rate...  333 
New  York — P.  S.  C.  (2D).,  People  ex 
rel.  New  York  Telephone  Co.  v.  De- 
cision of  New  York  Supreme  Court. 
Appellate    Division,    re    burden    of 

proof  in  rate  case 64 

New  York — P.  S.  C.  (2D)  v.  Booth. 
Decision  of  New  York  Supreme 
Court,  Appellate  Division,  re  pro- 
tection  from   competition 238 

New  York — Supreme  Court,  Appellate 
Division. 

Fredonia,  Village  of,  v.  Fredona 
Natural  Gas  Light  Co.  Re  for- 
feiture of  franchise 127 

Murray  v.  New  York  Telephone  Co. 

Re   ordinance   rates 254 

People  ex  rel.  New  York  Telephone 
Co.  V.  Public  Service  Commission 
(2D).      Re    burden    of    proof    in 

rate  case  64 

People  ex  rel.  Ulster  &  D.  R.  Co.  v. 
New  York  Public  Service  Com- 
mission (2D).  Re  commission's 
power  to  fix  maximum  rates  higher 

than  statutory  rate 333 

Public  Service  Commission  (2D)  v.     . 
Booth.    Re  protection  from  com- 
petition       238 

Tismer  v.  The  New  York  Edison  Co. 

Re  refusal  of  service 187 

New  York  &  North  Shore  Traction 
Co.  Decision  of  New  York  Com- 
mission (2D)  re  Commission's  ju- 
risdiction over  rates  fixed  by  con- 
tract         10 

New  York  Central  &  Hudson  River 
Railroad  Co.  Decision  of  New  York 
Commission  (2D)  re  commission's 
jurisdiction    over    abandonment   of 

service  73 

New  York  Central  &  Hudson  River 
Railroad  Co.  et  al.,  Merritt  Manu- 
facturing Co.  et  al.  V.  Decision  of 
New  York  Commission  (2D)  re  in- 
terchange  service  at   Lockport 27 

New  York  City — Department  of  Wa- 
ter Supply,  Gas  and  Electricity. 
Report    on   Queen's   County  Water 

Co.   by  Delos   F.   Wilcox 195 

(New  York  City).  Results  of  the 
test  of  the  steam  and  electric 
plant  at  the  Hall  of  Records,  by 
R.  P.  Bolton 382 
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New  York  Edison  Co. 

Decision  of  New  York  Commission 

(ID)  re  rates  fixed  by  contract...     386 

Lamp  and  meter  prices 131 

Supplementary  decision  of  New 
York  Commission  (ID)  re  terms 
and   conditions   51 

New  York  Edison  Co.,  Tismer  v.  De-  ' 
cision  of  New  York  Supreme  Court, 
Appellate  Division,     re    refusal   of 
service  187 

New  York  Telephone  Co.,  Murray  v. 
Decision  of  New  York  Supreme 
Court,  Appellate  Division,  re  ordi- 
nance rates 254 

New  York  Telephone  Co.,  People  ex 
rel.,  V.  Public  Service  Commission 
(2D).  Decision  of  New  York  Su- 
preme Court,  Appellate  Division,  re 
burden  of  proof  in  rate  case ;...       64 

Newark,  City  of,  Newark  Natural  Gas 
&  Fuel  Co.  V.  Decision  of  Ohio  Su- 
preme Court  re  rates  fixed  by  ordi- 
nance       350 

Newark  Natural  Gas  &  Fuel  Co.  v. 
City  of  Newark.  Decision  of  Ohio 
Supreme  Court  re  rates  fixed  by 
ordinance    350 

Newton  Gas  &  Electric  Co.  Decision 
of  New  Jersey  Commission  re  elec- 
tric  rates   151 

Nicholas,  Frederic. 

(The)   development  of   the  Bureau 

of  Standards  159 

Tendencies  in  central-station  rate 
making,  an  Interview  with  W.  W. 
Freeman  62 

North  Wildwood.  Borough  of,  et  al.  v. 
New  Jersey  Commission.  Decision 
of  New  Jersey  Supreme  Court  re 
commission's  power  over  rates  fixed 
by  contract  186 

Northwest  Light  &  Water  Co.,  Tay-^ 
lor  V.  Decision  of  Idaho  Commis- 
sion re  rates* 132 

Norton,  William  J.  Permanence  of 
public  utility  regulation 237 

o 

Oakland,  Antioch  &  Eastern  Rail- 
way. Decision  of  California  Com- 
mission re  issue  of  securities 233 

Ohio — P.  U.  C. 

Cincinnati  Gas  &  Electric  Co.  Val- 
uation.    Brief  for  the  city 396 

Brief  for  company 317 

Ohio — P.  U.  C,  Hocking  Valley  Ry. 
Co.    V.   Decis'on    of    Ohio    Supreme 

Court.     Re  adequate  service 237 

Re  appeal  from  Commission's  or- 
der       286 

Ohio — Supreme  Court. 

Ashley  Tri-County  Mut.  Telephone 
Co.  V.  New  Ashley  Telephone  Co. 
Re  protection  from  competition...     285 
Hocking   Valley    Ry.    Co.    v.    Public 
Utilities     Commission.      Re     ade- 
quate  service 237 

Re  appeal  from  Commission's  or- 
der       286 

Newark  Natural  Gas  &  Fuel  Co.  v. 
City  of  Newark.     Re  rates  fixed 

by  ordinance : 350 

Oklahoma — Supreme  Court.  Atchison, 
T.  &  S.  F.  Ry.  Co.  v.  Ehret  et  al. 
Re  discrimination  In  rates 302 


Ok'ahoma,    Data    on    municipal    plant 

operation  in,  by  Harod  V.   Bozell...     268 

Oklahoma  Gas  &  Electric  Co.  Rate 
schedules  effective  October  1,  1915     338 

Oregon — District  Court,  D.  Oregon. 
California-Oregon  Power  Co.  v. 
City  of  Medford  et  al.  Re  con- 
tract between  city  and  company 192 

Oregon — P.  S.  C.  Pacific  Telephone  & 
Telegraph  Co.  Re  terms  and  con- 
ditions        22 

P 

Pacific  Gas  &  Electric  Co., 
City  of  Roseville  v.  Decision  of  Cal- 
ifornia  Commission    re   competi- 
tive rates  394 

City  of  San  Jose  v.  Decision  of  Cal- 
ifornia Commission   re   extension 

of  service 184 

Thomas  Monahan,  Mayor  of  San 
Jose,  V.  Decision  of  California 
Commission      rehearing     electric 

rates  case  340 

Pacific  Power  &  Light  Co.  Decision 
of  Washington  Commission  re  elec- 
tric rates* 257 

Pacific  Telephone  &  Te'egraph  Co. 
Decision  of  Oregon  Commission  re 

terms  and  conditions 22 

Pacific  Telephone  &  Telegraph  Co., 
Miller  v.  Decision  of  California 
Commission  re  refusal  of  service..  231 
Palermo  Land  &  Water  Co.  v.  Rail- 
road Commission  of  California.  De- 
cision of  District  Court,  N.  D.  Cal- 
ifornia,   S.    D.      Re    rehearing    and 

appeal  286 

Palo  Alto,  City  of.  Decision  of  Cali- 
fornia Commission  re  valuation  of 
Palo  Alto  Gas  Co.  for  purchase  by 

municipality 235 

Palo  Alto  Gas  Co.  Decision  of  Cali- 
fornia Commission  re  valuation  for 

purchase  by  municipality 235 

Pana,  City  of,  v.  Central  Illinois  Pub- 
lic Service  Company.  Decision  of 
Illinois  Commission  re  abandonment 

of  service 362 

Peirce,  H.  B.,  Joint  Author.  Deter- 
mination of  maximum  demand,  by 

V.  H.  Greisser  and  H.  B.  Peirce 14 

Pennsylvania — P.  S.  C. 

Butts  V.  Sinking  Springs  Water  Co. 
Re  refusal  to  furnish  service 
where  bills  of  former  tenant  are 

unpaid  293 

Chace  v.  Citizens'  Water  Co.  Re 
refusal  of  service  where  bills  of 

former   tenant   are  unpaid 380 

Jenkins  Township  Electric  Light, 
Heat  &  Power  Co.  and  Township 
of  Jenkins.  Rehearing  re  compe- 
tition         284 

Midvalley  Power  Co.  Re  protec- 
tion  from   competition 174 

Phoenix  Water  Power  Co.  Re  pro- 
tection from  competition 353 

School  District  of  City  of  Pittston 
et  al.  i;.  Citizens  Electric  Illumin- 
ating Co.     Brief  for  company 396 

Brief   for   complainant 299 

Sisk  V.   Abington   Electric   Co.    Re 

extension  of  service 78 

South  Labanon  Township  Electric 
Co.  Re  protection  from  compe- 
tition         295 


*The  star  indicates  that  rate  schedules 
are  given. 
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Tamaqua,  Borough  of,  v.  Eastern 
Pennsylvania  Light,  Heat  & 
Power    Co.      Re    street    lighting 

rates    376 

Towamencin  Electric  Co.  Re  pro- 
tection from  competition 355 

West  Penn  Electric  Co.  Re  protec- 
tion from  competition 378 

WTiite  Oak  Light,  Heat  &  Power 
Co.   V.   Borough   of   Benson.     Re 

protection  from  competition 183 

Pennsylvania — Supreme  Court. 

Hanover,  Borough  of,  v.  Hanover 
Sewer  Co.  Re  valuation  for  pur- 
chase by  municipality  270 

York  Water  Co.  v.  City  of  York.  Re 
power  of  municipalities  to  regu- 
late public  utilities »  80 

Pennsylvania,  Rural  development  of 
transmission    lines    in    eastern,    by 

Joseph    W.    Price 268 

Peoples  Natural  Gas  Co.,  West  Sen- 
eca, N.  Y.  Decision  of  New  York 
Commission  (2D)   re  rates  fixed  by 

franchise    138 

Periodicals  reviewed  by  Rate  Re- 
search   35,  80,  96,  128,  144 

Philadelphia — Bureau  of  Gas.   Report, 

1914    301 

Philippine  Islands — P.  U.  C. 

District  Engineer  of  Capiz  v.  Yang- 
co  Steamship   Co.      Re  adequate 

service   92 

Manila   Flailroad    Co.      Re   %alue   of 

the    service    220 

Strachan  &  MacMurray  et  al.  v. 
The   Philippine   Railway   Co.      Re 

collateral  business  of  utilities 120 

Watson  &  Watson  v.  Mania  Gas 
Corporation.       Re    extension    of 

service   348 

Philippine  Railway  Co.,  Strachan  & 
MacMurray  et  al.  v.  Decision  of 
Philippine    Islands    Commission    re 

collateral  business  of  utilitie.'; 120 

Phoenix  Water  Power  Co.  Decision  of 
Pennsylvania  Commission  re  pro- 
tection from  competition 353 

Pitt.iton,  Pa.,  School  District  of,  et 
al.  V.  Citizens'  Electric  Illuminat- 
ing Co.  Before  Pennsylvania 
Commission.      Brief   for   company...     396 

Brief  for  complainant 299 

Plattsburgh  Traction  Co.,  Judge  v. 
Decision  of  New  York  Commission 

(2D)    re  extension  of  service 378 

Polakov,    Walter   N.      Standardization 

of  power  plant  operating  costs 332 

Polo  Mutual  Telephone  Co.  Decision 
of  Illinois  Commission  re  commis- 
sion's   power    over    rates    fixed    by 

contract  329 

Prairie  du  Chien,  Wis.  Decision  of 
Wisconsin  Commission  re  rates  and 

service  of  municipal  water  utility 247 

Presidents'  Conference  Committee. 
Brief    in    behalf    of    companies    re 
Federal  valuation  of  railroads  be- 
fore the  I.  C.  C 79 

Oral  argument  presented  before  I. 
C.  C.  on  Federal  valuation  of 
railroads.        Washington,     D.     C. 

September  30,  1915 110 

Price,  Joseph  W.  Rural  development 
of    transmission    lines    in    eastern 

Pennsylvania    268 

Production    Costs.      London     Engineering 

editorial ^ 4 


Public  Service  Electric  Co.,  Bell  Elec- 
tric Motor  Co.  w  Decision  of  New 
Jersey  Commission  re  rate  differ- 
entials         281 

Puget  Sound  International  Railway  & 
Power  Co.  Decision  of  Washington 
Commission   re   rates 356 


Queens  County  Water  Co.,  Report  on, 
by  Delos   F.   Wilcox,  June   1,   1915... 


19: 


R 

Racine,  Wis.,  New  form  of  street 
lighting  contract  proposed  for 208 

Rankin,  F.  J.  Valuation  of  public 
utility  properties  79 

Rapid  Transit  Co.  et  al.,  Memphis  St. 
Ry.  Co.  V.  Decision  of  Tennessee 
Supreme  Court  re  protection  from 
competition    160 

Raritan  River  Railroad  Co.  Decision 
of  New  Jersey  Commission  re  tax 
value  as  basis  for  issue  of  securi- 
ties         13 

Rhodes -Bur  ford  House  Furnishing 
Co.  et  al.  V.  Union  Electric  Light 
&  Power  Co.  Decision  of  Missouri 
Commission  re  refund  of  over- 
charge   for    electric    service 262 

Richland  Telephone  Co.  Decision  of 
Wisconsin  Commission  re  disconnec- 
tion of   service  for  non-pai^ent...       77 

Riverview  Telephone  Co.  Decision  of 
Wisconsin  Commission  re  protection 
from  competition   251 

Rochester  Electric  Light,  Heat  and 
Power  Co.  Decision  of  Indiana 
Commission  re  rates* 229 

Roseville,  City  of,  v.  Pacific  Gas  & 
Electric  Co.  Decision  of  California 
Commission  re  competitive  rates...     394 

Rumford  Falls  Light  &  Water  Co. 
Decision  of  Maine  Commission  re 
rate  differentials  24 

Ryan,  W.  T.     Central  station  demand 

and  diversity  factors  317 

s 

St.  Albana,  Citizens  of,  v.  Vermont 
Power  &  Manufacturing  Co.  De- 
cision of  Vermont  Commission  re 
electric  rates*  211 

St.  Clair  County  Gas  &  Electric  Co., 
City  of  Belleville  v.  Decision  of  Illi- 
nois Commission  re  electric  ratci*     274 
Re  gas  rates 99 

St.  Louis  &  S.  F.  R.  Co.  V.  State. 
Decision  of  Arkansas  Supreme 
Court.  Order  of  Commission  based 
on  complaint  without  proper  signa- 
tures,  invalid   128 

St.  Louis  Company's  customers  reach 

65,000  mark — rates  are  reduced 207 

St.  Louis  Merchants  Bridge  Ter- 
minal Railway  Co.,  Sessinghaus  v. 
Decision  of  Missouri  Commission  re 
adequate  facilities  361 

Salmon,    C.    B.      Rate   of    return   and 

proper  distribution  of  revenue 157 

San  Diego  Consolidated  Gas  &  Elec- 
tric Co.,  Looby  et  al.  v.  Decision  of 
California  Commission  re  extension 
of    service    119 


*The  star  indicates  that  rate  schedules 
are  given. 
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San  Francisco- Oakland  Terminal  Rys. 
V.  City  of  Alameda  et  al.  Decision 
of  District  Court  N.  D.  California, 
S.  D.,  re  ordinance  rates 176 

San  Gabriel  Valley  Water  Co.,  Gran- 
ada Park  Water  Committee  v.  De- 
cision of  California  Commission. 
Company  allowed  to  earn  on  do- 
nated   property    221 

San  Jose,  City  of,  v.  Pacific  Gas  & 
Electric  Co.  Decision  of  Califor- 
nia Commission  re  extension  of 
service    184 

Sandpoint,  City  of,  v.  Sandpoint  Water 
&  Light  Co.  Decision  of  Idaho 
Commission   re  water  rates 83 

Sandpoint  Water  &  Light  Co.,  City  of 
Sandpoint  v.  Decision  of  Idaho 
Commission   re  water   rates 83 

Santa  Cruz,  City  of.  Decision  of  Cal- 
ifornia Commission  re  valuation  of 
Hihn  Water  Co.  for  purchase  by 
municipality ,  29 

San  Monica,  City  of.  Decision  of  Cal- 
ifornia Commission  re  valuation  of 
Irwin  Heights  Water  Co.  for  pur- 
chase by  municipality 331 

Sausalito,  Town  of,  v.  Marin  Water  & 
Power  Co.  Decision  of  California 
Commission  re  rates  fixed  by  con- 
tract   104,  115 

Schmidt,  Fredrich.    (A)  return  to  flat 

rates  for  lighting  service 190 

Schott,  R.  A.  Diversity  of  coal  min- 
ing load   208 

Searsport  Water  Co.,  Calcord  et  al. 
V.  Decision  of  Maine  Commission  re 
rates  for  seasonal  service 340 

Seaver,  Charles  H.  Printed  sales- 
manship for  central  stations 349 

Selig,  E.  T.  Determination  of  peak 
demand   for   electric   service 395 

Shaw,  Walter  A.  (The)  development 
and  importance  of  an  adequate  en- 
gineering department  317 

Shoup,  Paul.  (The)  relation  of  elec- 
tric railways  to  agriculture 48 

Siegel,  G.  Electricity  supply  and  the 
German  Government  191 

Silver  Creek  Electric  Co.  et  al.  De- 
cision of  New  York  Commission 
(2D).     Franchise  approved  297 

Sinking  Spring  Water  Co.,  Butts  v. 
Decision  of  Pennsylvania  Commis- 
sion re  refusal  to  furnish  service 
where  bills  of  former  tenant  are 
unpaid 293 

Sloan,  Huddle,  Feustel  &  Freeman. 
Report  on  property  and  business 
of  Bay  State  Street  Railway  Co., 
Mass 143 

South  Buckhannon,  Town  of,  v.  Buck- 
hannon  Light  &  Water  Co.  Deci- 
sion of  West  Virginia  Commission 
re  extension  of  service 249 

South  Dakota — R.  R.  C. 

Cilley  et  a,\.  v.  Kennebec  Te'.ephone 
Co.    et    al.     Re   protection    from 

competition    264 

Webster  Telephone  Co.     Re  depre- 
ciation       170 

South  Haven,  City  of,  Andrews  v.  De- 
cision of  Michigan  Supreme  Court  re 
collateral   business  of  utilities 121 

South  Lebanon  Township  Electric  Co. 
Decision  of  Pennsylvania  Commis- 
sion re  protection  from  competition     295 


South  Shore  Natural  Gas  &  Fuel  Co., 
Complaints  v.  Decision  of  New 
York  Commission  (2D)  re  discrim- 
ination in   rates 167 

Southern  California  Edison  Co.  Pre- 
liminary decision  of  California  Com- 
mission re  valuation  for  purchase 
by  municipality  252 

Southern  Counties  Gas  Co.  Decision 
of  California  Commission  re  rates     347 

Southwestern  Telegraph  &  Tele- 
phone Co.,  Knott  et  al.  v.  Decision 
Missouri  (i!ommission  re  rates  fixed 
by  contract    9 

Spokane  &  I.  E.  R.  Co.,  State  ex  rel. 
Washington  Public  Service  Commis- 
sion V.  Decision  of  Washington  Su- 
preme Court  re  jurisdiction  of  com- 
mission over  private  contracts  for 
surplus  power 397 

Springfield  Gas  &  Electric  Co.  Rate 
schedules  effective  February  7, 
1916    321,    353 

Stearns,  W.  M.  Electric  heating  de- 
vices         175 

Stoeppler,  R.  Service  rates  and 
power  factor  142 

Strachan  &  MacMurray  et  al.  v.  The 
Philippine  Railway  Co.  Decision  of 
Philippine  Islands  Commission  re 
collateral  business  of  utilities 120 

Suffolk  Gas  &  Electric  Light  Co., 
Shiebler  v.  Decision  of  New  York 
Commission  (2D)  re  issue  of  secu- 
rities         345 

Susanville  Water  Works.  Decision  of 
California  Commission.  Free  serv- 
ice  to  municipality  discontinued 230 

Swan  Creek  Electric  Co.  Decision  of 
Idaho  Commission  re  protection 
from  competition   44 

Sweet,  Arthur  J.  Street  lighting  de- 
velopments at   Milwaukee 144 

Sweetwater  Water  Co.  Decision  of 
California  Commission  re  invest- 
ment  and   return 102 

T 

Tamaqua,  Borough  of,  v.  Eastern 
Pennsylvania  Light,  Heat  &  Power 
Co.  Decision  of  Pennsylvania  Com- 
mission re  Street  lighting  rates 376 

Tarr,  F.  Central  station  rate  mak- 
ing       157 

Tennessee — District  Court,  M.  D. 
Tennessee,  N.  D.  Louisville  &  N. 
R.  Co.  et  al.  v.  United  States  et  al. 
Re  court  review  of  commission's 
order  224 

Tennessee — R.  R.  C.  Flat  Creek 
Telephone  Co.  Re  competitive 
rates  360 

Tennessee — Supreme  Court.  Memphis 
St.  Ry.  Co.  V.  Rapid  Transit  Co. 
Re  protection  from  competition 160 

Terminal  Taxicab  Company.  Decision 
of  District  of  Columbia  Commis- 
sion re  rates 329 

Terre  Haute,  Indiana,  Diplomacy  in 
collecting  water    bills   at 175 

Terre  Haute,  Commercial  Club  of,  et 
al.  V.  Terre  Haute  Water  Works 
Co.  Decision  of  Indiana  Commis- 
sion  re   rates 197 

Terre  Haute  Water  Works  Co.,  The 
Commercial  Club  of  Terre  Haute  et 
al.  V.  Decision  of  Indiana  Commis- 
sion re  rates 197 


8 


Rate     Research 


421 


Texas — Court  of  Civil  Appeals.  Da- 
vis et  al.  V.  Waterto^Ti  National 
Bank  et  al.  Securities  void  without 
Commission's  approval 160 

Thomas,  John  J.  Depreciation  and 
valuation    253 

Todd,  Frederick.  (The)  electrifica- 
tion   of    everything 48 

(Toronto,  Canada.)  (The)  growth 
and  rates  of  the  Toronto  hydro- 
electric system,  by  H.  H.  Couzens...     144 

Towamencin  Electric  Co.  Decision  of 
Penn.«5ylvania  Commission  re  pro- 
tection from  competition 355 

Trenton  &  Mercer  County  Traction 
Corporation.  Decision  of  New  Jer- 
sey Commission  re  rates 181 

Turner  Light  &  Power  Co.  Decision 
of  Maine  Commission  re  protection 
from  competition  119 

u 

Ulster  &  D.  R.  Co.,  People  ex  rel.  v. 
New  York  Public  Service  Comm's- 
sion  (2D).  Decision  of  New  York 
Supreme  Court  re  commission's  '^ 
power  to  fix  maximum  rates  higher 
than  statutory  rate  333 

Underwood,  Oscar  W.  Government 
regulation  and  our  transportation 
systems  300 

Union  Electric  Light  &  Power  Co., 
Rhodes-Burford  House  Furnishing 
Co.  et  al.  V.  Decision  of  Missouri 
Commission  re  refund  of  over- 
charge for  electric  service 262 

(l^nion  Electric  Light  &  Power  Co.) 
St.  Louis  Company's  Customers 
reach  65,000  mark — rates  are  re- 
duced       207 

Union  Gas  &  Electric  Co., 

Brief  for  citv  in  re  appraisal  of 
property  of,  before  Ohio  Com- 
mission         396 

Report  on  gas  rates  of,  by  Arthur 
C.  King  396 

Union  Gas  &  Electric  Co.  and  the 
Cincinnati  Gas  &  Electric  Co.  Brief 
in  re  resolution  of  City  Council  of 
Cincinnati  for  an  appraisal  of  the 
property  of  the  Cincinnati  Gas  & 
Electric  Co.,  before  Ohio  Commis- 
sion         317 

United  Electric  Light  &  Power  Co., 
New  York  City.  Supplementary  de- 
cision of  New  York  Commission 
(ID)   re  terms  and  conditions 51 

United  Electric  Light  &  Water  Co., 
Waterbury,  Connecticut.  Rate 
schedules  effective  January  1,  1916     273 

United  Light,  Fuel  &  Power  Co., 
Bowker  v.  Decision  of  California 
Commission  re  discrimination  in 
rates  183 

U.  S. — Bureau  of  Standards.  Electrol- 
ysis and  its  mitigation.  Techno- 
logic Paper  No.  52 253 

United  States — Circuit  Court  of  Ap- 
peals, 7  th  Circuit.  Elgin,  J.  &  E. 
Ry.  Co.  V.  United  States.  Re  in- 
accurate reports   to  Commission...     285 

U.  S. — Library  of  Congress.  Division 
of  Bibliography.  List  of  recent 
references  on  public  service  rates 
with  special  reference  to  regula- 
tion       364 

United  States,  Control  of  developed 
power  in  318 


United  States  et  al.,  Louisville  &  N. 
R.  Co.  et  al.  v.  Decision  of  District 
Court,  M.  D.  Tennessee,  N.  D.,  re 
court  review  of  Commission's  or- 
der         224 

(The)  Utilities  Bureau.  Conference 
on  Valuation.     Nov.  10-12,  1915..110,  126 

(The)  Utilities  Bureau.  The  Utilities 
Magazine  144,  267 

1^ 

V^ail,  Theodore  N.  Control  and  regu- 
lation versus  government  owner- 
ship           63 

Valparaiso  Telephone  Co.   Decision  of 

Nebraska  Commission  re  rates 169 

Vanderlip,  Frank  A.     Financial  needs 

of  the  electrical  industry 15 

Vaughan,  J.  F.  Supplemental  power 
for  hydro-electric  systems 31 

Ventura  County  Power  Co.,  Faulk- 
ner et  al.  V.  Decision  of  California 
Commission   re   rates 385 

Vermont— ^P.  S.  C.  St.  Albans,  Citi- 
zens of,  V.  Vermont  Power  &  Man- 
ufacturing Co.     Re  electric  rates*     211 

Vermont  Power  &  Manufacturing 
Co.,  Citizens  of  St.  Albans  v.  De- 
cision of  Vermont  Commission  re 
electric  rates*  211 

IV 

Washington — P.  S.  C. 

Pacific    Power    &    Light    Co.      Re 

electric  rates*  257 

Puget  Sound  International  Railway 

&  Power  Co.     Re  rates 356 

Washington — P.  S.  C,  State  ex  rel., 
V.  Spokane  &  I.  E.  R.  Co.  Decision 
of  Washington  Supreme  Court  re 
jurisdiction  of  Commission  over  pri- 
vate contracts  for  surplus  power...     397 

Washington — Supreme  Court. 

Bremerton,  City  of,  r.  Bremerton 
Water  &  Power  Co.  Re  valua- 
tion for  purchase  by  municipality  269 
State  ex  rel.  Washington  Public 
Service  Commission  v.  Spokane  & 
I.  E.  R.  Co.  Re  jurisdiction  of 
Commission  over  private  con- 
tracts for  surplus  power 397 

Waterbury,  Connecticut.  United 
Electric  Light  &  Water  Co.  Rate 
schedules  effective  January  1,  1916...     273 

Watertown  National  Bank  et  al.,  Davis 
et  al.  V.  Decision  of  Texas  Court 
of  Civil  Appeals.  Securities  void 
without  Commission's  approval 160 

Watkins,  G.  P.  (A)  third  factor  in 
the  variation  of  productivity:  the 
load  factor 190 

Weaving,    R.      Electric    heating    and 

cooking  268 

Webster  Telephone  Co.  Decision  of 
South  Dakota  Commission  re  de- 
preciation       170 

Weil  V.  Black.  Decision  of  West  Vir- 
ginia Supreme  Court  of  Appeals  re 
bribing  Public  Service  Commission- 
ers         112 

West  Penn  Electric  Co.  Decision  of 
Pennsylvania  Commission  re  pro- 
tection from  competition 378 

West  Virginia — P.  S.  C.  South  Buck- 
hannon.  Town  of,  v.  Buckhannon 
Light  &  Water  Co.  Re  extension 
of   service  249 

*The  star  indicates  that  rate  schedules 
are  given. 
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West  Virginia — Supreme  Court  of  Ap- 
peals. Weil  V.  Black.  Re  bribing 
of  Public  Service  Commissioners 112 

Western  New  York  Water  Co.  v. 
Laughlin  et  al.  Decision  of  Niagara 
County  Court  re  unnecessary  dupli- 
cation of  facilities 366 

Western  States  Water  Power  Con- 
ference. Official  proceedings  Sep- 
temper  21-23,  1915 175 

Western  United  Gas  &  Electric  Co. 
Decision  of  Illinois  Commission  re 
deposits    12 

Wetterer,  C.  F.  W.  (The)  desirability 
of  indeterminate  instead  of  fixed 
term    franchises    267 

White  Oak  Light,  Heat  &  Power  Co. 
V.  Borough  of  Benson.  Decision  of 
Pennsylvania  Commission  re  pro- 
tection  from   competition 1S3 

Whitehorne,  Earl  E.      (The)  value  of 

the   poor   man's   business 266 

Wichita,  City  of,  v.  Wichita  R.  & 
Light  Co.  Decision  of  Kansas  Su- 
preme Court  re  inspection  of  com- 
pany's books  by  city 192 

Wichita  R.  &  Light  Co.  et  al..  City  of 
Wichita  v.  Decision  of  Kansas  Su- 
preme Court  re  inspection  of  com- 
pany's books  by  city 192 

Wilcox,  Delos  F. 

(The)  crisis  in  public  service  regu- 
lation in  New  York 14 

Report  on  the  Queens  County  Wa- 
ter Co.  June  1.  1915 195 

Wilcox  and  Jones,  Applications  for 
authority  to  operate  gas  utility  in 
Idaho  Falls.  Decision  of  Idaho 
Commission  3C0 

Wilton  Farmers'  Telephone  Co.  De- 
cision of  Wisconsin  Commission  re 
protection  from  competition 283 

Winnebago  County,  Wis. — Circuit 
Court,  State  ex  rel.  Wisconsin 
Traction,  Light,  Heat  &  Power  Co. 
V.  Decision  of  Wisconsin  Supreme 
Court   re  purchase  by  municipality     224 

Wisconsin — R.  R.  C. 

Bloomer   Electric   Light    &    Power 

Co.     Re  rural  service  and  rates       74 
Bridgeport  Toll  Bridge  Co.,  Gates 
et  al.  V.  Re  investment  and  re- 
turn      7 

Brush  Creek  Farmers  Telephone 
Co.  Re  protection  from  compe- 
tition       295 


City  School  Board  of  Beloit  v.  Be- 
loit    Water,    Gas   &   Electric   Co. 

Re   extension  of   service 109 

Fennimore,    Village    of.      Re    rates 

and   service   172 

Gates  et  al.  v.  Bridgeport  Toll 
Bridge   Co.      Re   investment   and 

return     7 

Grange  Hall  Farmers  Telephone  Co. 

Re  protection   from   competition       26 
Prairie     du     Chien,    City    of.      Re 
rates    and    service    of    municipal 

water  utility  247 

Reports  of  decisions.     Vols.  14  and 

15    110 

Richland  Telephone  Co.  Re  dis- 
connection of  service  for  non- 
payment           77 

Rjverview  Telephone  Co.  Re  pro- 
tection  from  competition 251 

Smith  et  al.  v.  City  Water  Com- 
pany of  Merrill.     Re  rates 241 

Wilton  Farmers'  Telephone  Co.     Re 

protection  from  competition 283 

Wisconsin  Telephone  Co.  Re  protec- 
tion from  competition 282 

Wisconsin — Supreme  Court.  State  ex 
rel.  Wisconsin  Traction,  Light,  Heat 
&  Power  Co.  v.  Circuit  Court, 
Winnebago  County.     Re  purchase  by 

municipality  224 

Wisconsin  Telephone  Co.  Decision  of 
Wisconsin  Commission  re  protection 

from  competition 282 

Wisconsin  Traction,  Light,  Heat  & 
Power  Co.,  State  ex  re!.,  v.  Circuit 
Court,  Winnebago  County.  Decision 
of  Wisconsin  Supreme  Court  re  pur- 
chase by  municipality 224 

Wood,  Robert  O.  Some  financial  as- 
pects of  reg^ilation 157 

Y 

Yangco  Steamship  Co.,  District  Engi- 
neer of  Capiz  V.  Decision  of  Phil- 
ippine Islands  Commission  re  ade- 
quate service  92 

York,  City  of,  York  Water  Co.  v.  De- 
cision of  Pennsylvania  Supreme 
Court  re  power  of  municipalities  to 
regulate  public  utilities SO 

York  Water  Co.  v.  City  of  York. 
Decision  of  Pennsylvania  Supreme 
■  Court  re  power  of  municipalities  to 
regulate  public  utilities SO 


